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THE 2016 SEMI-ANNUAL REPORTS
OF THE BUREAU OF CONSUMER
FINANCIAL PROTECTION

Wednesday, April 5, 2017

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON FINANCIAL SERVICES,
Washington, D.C.

The committee met, pursuant to notice, at 10:04 a.m., in room
2128, Rayburn House Office Building, Hon. Jeb Hensarling [chair-
man of the committee] presiding.

Members present: Representatives Hensarling, McHenry, Royce,
Lucas, Pearce, Posey, Luetkemeyer, Huizenga, Duffy, Stivers,
Hultgren, Ross, Pittenger, Wagner, Barr, Rothfus, Messer, Tipton,
Williams, Poliquin, Love, Hill, Emmer, Zeldin, Trott, Loudermilk,
Mooney, MacArthur, Davidson, Budd, Kustoff, Tenney, Hollings-
worth; Waters, Maloney, Velazquez, Sherman, Meeks, Capuano,
Clay, Lynch, Scott, Green, Cleaver, Ellison, Perlmutter, Himes,
Foster, Kildee, Delaney, Heck, Vargas, Gottheimer, Crist, and
Kihuen.

Chairman HENSARLING. The Financial Services Committee will
come to order.

Without objection, the Chair is authorized to declare a recess of
the committee at any time.

Today’s hearing is entitled, “The 2016 Semi-Annual Reports of
the Bureau of Consumer Financial Protection.”

I now recognize myself for 5 minutes to give an opening state-
ment.

Today, we receive the testimony of Richard Cordray as he pre-
sents, again, the semi-annual report of the CFPB.

Mr. Cordray, I know that you are here at our committee’s invita-
tion for a statutory appearance, but I am otherwise surprised to see
you here in that, as you well know, there have been many press
reports saying that you would otherwise have returned to Ohio to
pursue a gubernatorial bid. Perhaps the rumors of your political as-
pirations are greatly exaggerated.

On the other hand, I am also surprised that you are here be-
cause, as you are well aware, the President, under the PHH case,
can dismiss you at will. Under Dodd-Frank you can be removed for
cause.

Either way, I believe the President is clearly justified in dis-
missing you and I call upon the President, yet again, to do just that
and to do it immediately.
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There is no greater form of consumer protection than fostering
competitive, innovative, and transparent markets, and then vigor-
ously policing them for fraud, theft, and deception. In policing our
markets, under Mr. Cordray’s leadership, the CFPB’s success
record is anything but clear.

What is clear, though, is that under Mr. Cordray’s leadership the
CFPB has shown an utter disregard for protecting our markets and
has made credit more expensive and less available in many in-
stances. This is particularly true for low- and moderate-income
Americans.

What is also clear is that under Mr. Cordray’s leadership the
CFPB has acted unlawfully, routinely denied market participants
due process, and abused its powers. The CFPB has now finalized
a rule that would reduce access to prepaid card products, harming
nearly 70 million consumers who do not or cannot use traditional
banking services.

Thanks in part to CFPB’s oversight, credit card rates have risen
significantly, with many would-be borrowers being priced out of the
market entirely. Many credit-worthy borrowers could pay almost
$600 more for their auto loans due to CFPB’s indirect auto lending
guidance. According to researchers at the University of Maryland,
as a result of Dodd-Frank and the CFPB, middle-income borrowers,
“not, only didn’t obtain cheaper mortgages, but were cut out of the
mortgage market altogether.”

For all the harm inflicted upon consumers, Richard Cordray
should be dismissed by the President.

In the CFPB’s short 6-year history, the record is replete with in-
stances where it has abused or exceeded its statutory authority. In
the PHH case, where the CFPB structure was ruled unconstitu-
tional, the facts show that Mr. Cordray unilaterally reversed ac-
cepted law with regards to Section 8(c) of RESPA, and did so not
with formal rulemaking—that is, with notice, comment, and due
process—but with an ad hoc enforcement action instead.

Then, to make matters worse, Mr. Cordray attempted to apply
this new rogue standard retroactively. The D.C. Circuit Court ruled
against him in both instances.

On March 31, 2013, CFPB issued bulletin 2013-2, attempting to
impose control over dealer indirect auto lending compensation. In
doing so, CFPB sought to illegally regulate companies over which
it has no statutory authority and which, in fact, are expressly ex-
empt under the Dodd-Frank Act. CFPB then failed to afford due
process to regulated companies under the Administrative Proce-
dures Act.

For conducting unlawful activities, abusing this authority, and
denying market participants due process, Richard Cordray should
be dismissed by our President.

Not only must Mr. Cordray go, but this current CFPB must go,
as well. American consumers need competitive markets and a cop
on the beat to protect them from fraud and deception; they don’t
need Washington elites trampling on their freedom of choice and
picking their financial products for them.

Today, Mr. Cordray and his CFPB don’t just act as a cop on the
beat; they act as legislature, prosecutor, judge, and jury all rolled
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into one. CFPB represents the summit of unelected, unaccountable,
and unconstitutional agency government.

It represents a dagger aimed at the heart of our foundational
principles—namely coequal branches of government, checks and
balances, due process, and justice for all. Clearly, you can be a
Democrat—uppercase “D”—and believe in the CFPB, but you can-
not be a democrat—lowercase “D”—and believe in this institution.

Thus, this debate has import way beyond the fate of fines, credit
cards, and mortgage access. It represents nothing less than one of
the key battles to defend and protect our Constitution.

As James Madison wrote in Federalist 47, the combination of all
power—legislative, executive, and judiciary—may justly be pro-
nounced the very definition of tyranny. This tyranny must end and
the people’s constitutional rights returned to them.

I now recognize the ranking member for 5 minutes for an open-
ing statement.

Ms. WATERS. Thank you very much, Mr. Chairman.

And I thank you, Director Cordray, for joining us again to dis-
cuss the numerous ways in which the Consumer Financial Protec-
tion Bureau continues to fight for hardworking Americans who
have been harmed by illegal predatory financial schemes.

I am delighted that you are here. I am so pleased that you are
here. I am so honored that you have done the work that you have
done for all the consumers in America.

I would also like to thank you for your sustained, long, strong
leadership despite unyielding Republican efforts to impede your
work and their unfounded desire to remove you from your position
prior to the expiration of your term.

The Consumer Financial Protection Bureau has successfully re-
covered nearly $12 billion for 29 million consumers who have been
victim to predatory financial practices. In addition, the Consumer
Bureau has handled over a million consumer complaints and has
worked diligently to promote clear disclosures and root out bad
practices committed by financial institutions.

The Consumer Financial Protection Bureau and Director Cordray
are doing exactly the job they are supposed to do, and they are
doing it well.

Following the foreclosure crisis, Congress recognized that Ameri-
cans needed a new watchdog that would swiftly and effectively
crack down on unscrupulous practices and products. In the Dodd-
Frank Wall Street Reform and Consumer Protection Act we delib-
erated extensively and created a consumer agency with a single di-
rector who operates independently in order to effectively serve con-
sumers and regulate financial markets.

We could not have had a better person than Director Cordray.
Despite what you will hear from Republicans, the leadership struc-
ture of the Consumer Bureau is not unique. In fact, there are other
Federal regulatory agencies with similar structures.

But these facts haven’t stopped Republicans and some in the in-
dustry from making legal challenges to its structure. That is why
last week I led 40 other current and former Members of Congress
to file an amicus curiae brief with the D.C. Circuit Court of Ap-
peals in support of the Consumer Financial Protection Bureau’s
independent structure and its clear constitutionality.
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Republicans have been clamoring to weaken, impede, and ulti-
mately destroy the Consumer Financial Protection Bureau since its
creation. First, they did everything they could to block a director
from being appointed in the first place. And since then, they have
pushed measures to defund and dismantle the Consumer Financial
Protection Bureau.

The chairman has called for the Consumer Financial Protection
Bureau to be functionally terminated, and it is unclear why. There
are constituents in every State who have been ripped off by finan-
cial institutions. Why aren’t Republicans fighting for them and for
their financial security?

I reject these misguided attacks on the Consumer Financial Pro-
tection Bureau, and I will continue to stand up for the hardworking
American consumers that the agency defends every day. The Con-
sumer Financial Protection Bureau is an invaluable ally to con-
sumers, and its work must continue.

Director Cordray, I look forward to hearing your testimony. I
can’t thank you enough for what you have done and the way that
you have conducted yourself, the way that you have allowed every-
body to come in and talk with you and share their concerns with
you, the way that you have traveled all over this country meeting
with consumer groups.

I will be with you forever. And I know that legally your term
doesn’t end until July, but I would hope that this President—even
though I doubt it—would have the wisdom to ask you to stay on.

I yield back the balance—well, I yield to Mr. Kildee. Is there any
time left?

Somebody else yield him some time along the way. Thank you.

I yield to Mr. Kildee.

Mr. KiLDEE. Thank you.

And, Mr. Chairman, I thank you and Ranking Member Waters
for holding this hearing.

Mr. Cordray, it is good to see again. I have known you for a long
time, since you and I were both county treasurers. Your public
service in that role and every role since has been stellar, especially
in this role.

The mission of the Consumer Financial Protection Bureau is to
protect the American consumer. When Wells Fargo opened thou-
sands of fraudulent accounts, it was the Consumer Protection Bu-
reau that sounded the alarm. When Moneytree, a payday lender—

[laughter]

Mr. KiLDEE. Mr. Chairman?

Chairman HENSARLING. The committee will come to order. The
committee will come to order.

The gentleman from Michigan is recognized.

Mr. KiLDEE. I wonder if the chairman might reset the clock so
I would have some time?

Chairman HENSARLING. We will give the gentleman an addi-
tional 20 seconds.

Mr. KiLDEE. Thank you, Mr. Chairman.

I do find it somewhat ironic that when clearly some of the suc-
cess of the Consumer Protection Bureau from the work that you
have done is noted, whether it is Wells Fargo, whether it is
Moneytree, or whether it is Bridgepoint Education, where the Con-
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sumer Bureau that you lead has restored, returned millions and
millions of dollars to consumers, that that notation is met with
some ridicule.

I suppose it may be that when it comes to which side we stand
on, institutions that have incredible influence over this community,
this town, or the people back home, people have to choose which
side they are on. And I am glad that in the role that you have
taken you have always been on the side of the consumer, and I
thank you for the work that you are doing.

Chairman HENSARLING. The time of the gentlelady and the gen-
tleman has expired.

Today, we welcome the testimony of the Honorable Richard
Cordray. Director Cordray has previously testified before this com-
mittee, so I believe he needs no further introduction.

Mr. Cordray, without objection, your written statement will be
made a part of the record, and you are now recognized for 5 min-
utes to give an oral presentation of your testimony. Thank you.

STATEMENT OF THE HONORABLE RICHARD CORDRAY,
DIRECTOR, CONSUMER FINANCIAL PROTECTION BUREAU

Mr. COrRDRAY. Thank you, Chairman Hensarling, Ranking Mem-
ber Waters, and members of the committee.

I am reporting today on our work over the past year. The Con-
sumer Financial Protection Bureau was created to stand up for
consumers and make financial markets work more fairly. Over the
past 5 years we have returned almost $12 billion to 29 million con-
sumers all over the country in every State, in every district, and
imposed about $600 million in civil penalties.

We have put in place strong safeguards against reckless mort-
gage practices that led to the financial crisis that hurt so many
people in so many communities. We are arming consumers with
unbiased information and resources so they can make better-in-
formed decisions for themselves and their families.

Our complaint system gives consumers a voice that matters so
they can address their own concerns and report on broader pat-
terns of problems or abuse. To date, we have fielded over 1.1 mil-
lion complaints, so more and more people are finding this option
to be worthwhile.

These are just some of the ways we are standing up for con-
sumers.

Markets that work for consumers, as the chairman said, are also
good for responsible businesses and the economy as a whole. Con-
sumer lending has been ramping up in mortgages, credit cards, and
auto loans, and delinquencies remain at historic lows.

Last year auto sales reached record levels and consumer spend-
ing has been leading the recovery for the past 4 years, growing
faster than GDP. Banks are showing solid profits, and community
banks and credit unions are growing their share of the mortgage
market.

Still, we know that we have much more work to do to clean up
the consumer financial marketplace. These markets are huge and
they touch all of us in one way or another.

Years of uneven Federal oversight on behalf of consumers al-
lowed a lot of bad behavior to go unchecked. As the independent
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consumer watchdog, we are solely focused on the job Congress gave
us of assuring that these markets are fair, transparent, and com-
petitive, and that consumers have access to sound financial prod-
ucts and services.

Today I want to highlight some areas where people remain vul-
nerable without the Consumer Bureau to stand up for them.

The first area is markets that create frustrating and harmful
dead ends for consumers. When people are forced to deal with com-
panies they did not choose and cannot change, they lose much of
their power because they lack the freedom to simply take their
business elsewhere.

A prime example is credit reporting. If your credit report con-
tains inaccurate information you can suffer severe and lasting
harm. Yet, many people do not know what is in their credit report,
and if they do find something wrong it is way too hard to get any-
body to pay attention and make it right.

The Consumer Bureau is the first Federal agency to supervise
this industry and the companies that supply the credit information,
and we are making steady progress to clean up these problems.

We also recently took enforcement actions against all three major
credit bureaus for deceiving consumers in marketing credit scores.
But we are still flooded with credit reporting complaints, so clearly
more work remains to be done.

Another dead-end market for consumers is debt collection. Con-
sumers often find their debt is sold off or its collection is
outsourced to some new company. They often do not know what to
do when these collectors treat them badly.

We hear horror stories about constant harassing phone calls, rel-
atives or employers tracked down and wrongly contacted, or even
false threats of arrest if the debt is not paid. These tactics are inde-
fensible and they are against the law.

People deserve to be treated with dignity, whether or not they
owe a debt. We have taken action on several fronts to address
widespread abuses in debt collection, but, like credit reporting, it
is a big problem that will take time to fix properly.

Another area of focus is financial performance incentives which
encourage results that hurt consumers. This systemic issue spans
all markets and products.

A prominent example is Wells Fargo’s practices that led to mil-
lions of consumers having accounts opened in their name without
their knowledge.

In 2013 the Consumer Bureau got a whistleblower tip about
pressure to meet aggressive cross-selling goals and the problems it
was causing. The investigation was conducted with our Federal and
local partners that documented the widespread practice of secretly
opening up unauthorized accounts.

By completing a public enforcement action with a record fine we
blew open a scandal whose far-reaching effects are being felt across
financial markets to this day. We are keeping a close eye on these
practices and insisting that all banks and financial companies must
carefully monitor their incentive programs to avoid such problems.

Issues like this demonstrate why the Consumer Bureau is so im-
portant to protect consumers. And incentive programs that cause
improper conduct are not limited to Wells Fargo; they show up in
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areas like overdraft and credit card add-on products, where we are
rooting out bad practices and getting money back to consumers.

We will remain vigilant and crack down on these abuses wher-
ever we find them.

Those who talk about weakening or destroying the Consumer Bu-
reau are missing the importance of the work we are doing to stand
up for individuals and families all over the country. Nobody should
want to return to a system that failed us and produced a financial
crisis that damaged so many lives.

I look forward to answering your questions about what we have
accomplished over the past year. Thank you.

[The prepared statement of Director Cordray can be found on
page 114 of the appendix.]

Chairman HENSARLING. Thank you, Mr. Cordray.

I now yield myself 5 minutes for questions.

First, Mr. Cordray, I want to deal with the important subject of
Congressional oversight. As I trust you are well aware, yesterday
I reissued a subpoena for this Congress for matters that were pend-
ing from subpoenas in the last Congress that were never complied
with. Some of these matters have been pending for 382 days.

I just wish to remind you and all personnel at the CFPB that
under Title 18, Section 1505, it is unlawful to influence, obstruct,
or impede the due and proper exercise of the power of inquiry
under which any inquiry or investigation is being had by either
House or any committee of either House. And I suspect that you
will find that the Justice Department will no longer turn a blind
eye to obstruction.

As you are also probably aware, there is a December 21st article
that appeared in the National Review dealing with the CFPB and
Congressional oversight. The article stated, “The unwritten policy
of it supervising attorneys, and in particular of one former Demo-
cratic Senate staffer was, ‘Never give them what they ask for.”

It goes on to say, “Soon a career professional in the unit who had
resisted pressure to engage in witness coaching and other unethical
practices was reprimanded for insubordination and reassigned. The
Inspector General investigated and issued a report to Cordray that
concluded the reprimand was unwarranted and the supervisors had
engaged in obstruction.”

Mr. Cordray, is anything in this article true?

Mr. CORDRAY. I have seen that article. It is filled with hearsay
and opinion—

Chairman HENSARLING. Okay. Is any of it true?

Mr. CORDRAY. —and it is not fact.

Chairman HENSARLING. Is any of it true, or do you deny all of
the assertions in the article?

Mr. CORDRAY. I don’t know what all of the assertions in the arti-
cle are.

Chairman HENSARLING. The ones I just quoted, Mr. Cordray.

Mr. CORDRAY. It is not the kind of article that anybody pays close
attention to, but I would be happy to have my staff—

Chairman HENSARLING. Well, then let me be specific.

Mr. CORDRAY. —on any particular issues—
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Chairman HENSARLING. Mr. Cordray, has the Federal Reserve
Inspector General ever communicated with you regarding a super-
visor who worked on oversight requests?

Mr. CORDRAY. Say that again?

Chairman HENSARLING. Has the Federal Reserve Inspector Gen-
eral ever communicated with you regarding a supervisor who
worked on oversight requests?

Mr. CORDRAY. I do not, I am not sure what you are referring to,
so I am not sure what to—

Chairman HENSARLING. You don’t know the answer. Okay.

Are you aware of any Inspector General inquiry into any aspect
of the CFPB’s handling of Congressional inquiries?

Mr. CORDRAY. I don’t recall that offhand, but I would be happy
to talk to—

Chairman HENSARLING. You are unaware of any Inspector Gen-
eral inquiry into your handling of Congressional inquiries? You are
unaware of this, is that correct?

Mr. CorDRAY. What I would tell you is I don’t always know all
the inquiries the Inspector General is conducting. I am not sup-
posed to know all the inquiries the Inspector General is conducting.
So flf am not sure what to tell you, but I would be happy to have
staff—

Chairman HENSARLING. But if I could, Mr. Cordray, the article
states that the Inspector General issued you a report of the find-
ings of its investigation. Have you ever received a report from the
Inspector General detailing any aspect of CFPB’s handling of Con-
gressional inquiries? Surely you would know if you had received a
report.

Mr. CORDRAY. I have gotten dozens of reports from the Inspector
General. I try to pay close attention all of them. I am not sure what
you are referring to, but I would be happy to talk to you—

Chairman HENSARLING. So you don’t know if you have ever re-
ceived a report from the Inspector General dealing with how Con-
gressional inquiries are handled. This is a terribly important mat-
ter, going to the whole foundation of our Constitution and over-
sight, and you are unaware of any Inspector General report.

Mr. CORDRAY. I can tell you, you started from an article that is
based on opinion and hearsay, and there were claims made that we
don’t provide documents responsive to—

Chairman HENSARLING. Okay, but you are unaware of this In-
spector General report. In that case, Mr. Cordray, again, if nec-
essary, we will subpoena such report. I can’t believe that you would
be unaware of this. In the time I have remaining—

Mr. CorDRAY. What I am saying to you is if you want to have—
if you want to show me the report and refresh my memory, I am
happy to have a discussion with—

Chairman HENSARLING. I am kind of hoping you will show me
the report because I don’t have a copy of it.

Mr. CORDRAY. Is it a published report?

Chairman HENSARLING. I am asking you the question. You say
you are unaware of the report.

Mr. CORDRAY. I am unaware of a published report. I am not sure
what you are referring to. I honestly am not sure what you are re-
ferring to—



9

Chairman HENSARLING. We will request the document.

In the time I have remaining, Mr. Director, as I think you know,
Section 1071 of Dodd-Frank requires financial institutions to collect
and report women-owned, minority-owned, and small business
credit application information. I personally don’t believe the infor-
mation is necessarily of great value, but that is not the point.

Six years ago the Bureau’s General Counsel stated the Bureau
would not enforce the statute against financial companies until the
Bureau issued its rules. You have been at the helm for almost 5
years.

Mr. CORDRAY. Yes.

Chairman HENSARLING. You have failed in your duty to prescribe
a rule under Section 1071. The same is true of Section 1033.

Two years ago Democrat committee members, led by the ranking
member, said, “Your unwillingness to prioritize implementing Sec-
tion 1071 is unacceptable.”

So, Mr. Director, can you cite any section of Dodd-Frank that
permits you to ignore mandatory rulemakings for 5-plus years,
knowing that you have engaged in discretionary rulemaking such
as the payday rule, the arbitration rule, and the prepaid card rule,
and why these are not grounds for removal for cause?

Mr. CORDRAY. Okay. I am happy to address that if you want to
give me a few moments to do so.

Chairman HENSARLING. Please.

Mr. CORDRAY. Section 1071 is a required rulemaking. There have
been a number of required rulemakings; there have been more
than a dozen or so that we have been required to enact. We have
adopted those rules at a reasonable pace over time.

One of those rules was updates to the Home Mortgage Disclosure
Act reporting and collection and publication of information process.
That also involves bringing over from the Federal Reserve the oper-
ational job of actually conducting the data collection and publica-
tion, which is a big job; there are lots of people involved with that.

And we had made the judgment, I think reasonable, that the
small business lending data collection and reporting, which has
never existed before—the HMDA has been in operation for 40
years—is something that should be in order just behind the HMDA
rule.

The HMDA rule has now been finalized and we are at work on
the small business lending rule, and that is what I can tell you at
this point. I would be happy to—

Chairman HENSARLING. I appreciate that, Mr. Cordray but
again, you have engaged in discretionary rulemaking for almost
5% years; mandatory rulemakings have gone undone. And again,
I think it, frankly, proves removal for a cause grounds.

I now yield to the ranking member.

Mr. CorRDRAY. I will be happy to take your advice and move for-
ward speedily on that rule as fast as we reasonably can move, if
that is what—

Chairman HENSARLING. I now yield to the ranking member.

Mr. CORDRAY. —direction to be.

Ms. WATERS. Thank you very much, Mr. Chairman.
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Mr. Cordray, I would like you to absolutely ignore the National
Review. The article was done by someone who used to work for Mr.
Hensarling, and I just don’t think that is credible.

And let me just say that you organized this Consumer Financial
Protection Bureau wonderfully well in a short period of time. You
put together what Dodd-Frank asked you to do in an extraordinary
period of time, and I know that you have dealt with every aspect
of organizing the Consumer Financial Protection Bureau.

I trust you, and I believe in you, and I believe that you have
moved as quickly as you possibly could to implement 1071. I have
no problems with it, and if I don’t have any problems with it as
a minority woman, I don’t think anybody else should have any
problems with it because I have not seen some of those who com-
plain step up to the plate to deal with the problems of minorities
and small businesses and women, et cetera.

Having said that, let’s get to some real issues.

On Wells Fargo, they would like to take the credit away from you
about what you have done to deal with the fact that Wells Fargo
created these accounts in clients’ names without them knowing
about it. Would you please tell us what you did and how you did
it? And don’t let them deny what you have done and what you have
accomplished with the Wells Fargo problem.

Mr. COrRDRAY. Sure. No, I know that there are people who just
don’t like to see any positive work from the Consumer Bureau and
want to try to explain it away wherever they can.

The Wells Fargo matter was a very significant matter. We first
began to hear about potential problems in the institution in 2013.
We received a couple of whistleblower tips.

At that time it appeared to be an employee-employer problem. It
evolved over time.

Obviously, millions of accounts weren’t opened in a day. This was
a problem that did evolve over time.

Our work on the problem also evolved over time. We began by
reviewing the issues in supervision, and over time it became clear
that they were growing and they were significant and it needed to
move over to our enforcement area, which involved our own inves-
tigation together with our partners; we brought the OCC in and we
worked with the L.A. City Attorney’s Office.

But we conducted depositions of bank officials which was the
first time that that was able to be done. We compelled the produc-
tion of thousands of pages of documents, which was the first time
those documents were able to be turned over. And we were able to
document and specify that there were, in fact, millions of deposit
and credit card accounts that have been opened illegally, that this
was a widespread practice involving thousands of employees. I
have never seen a situation like this where more than 5,000 em-
ployees were fired because of the extent of the irregularities within
the institution.

We completed successfully an enforcement action with our part-
ners, which is always difficult to do and time-consuming but was
important to do quickly because that is what exposed this matter
to the public and has brought lots of follow-on actions by other pub-
lic officials, other regulators, the Congress of the United States, the
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press, and individuals who have brought their own claims. And it
is an ongoing matter.

We have installed a monitor at Wells Fargo that has continued
to make sure that all consumers are being remediated properly, in-
cluding ancillary issues, that the problems are being cleaned up
going forward and will not occur again. There is a horizontal re-
view that we are engaged in across other institutions to see if simi-
lar problems are occurring and to make sure they are being cleaned
up.
And we have issued a bulletin to put the entire industry—bank
and non-bank companies—on notice that any problems of this kind
around incentive compensation programs, whether it is in bank ac-
counts, or credit cards, or mortgages, or debt collection, or wher-
ever, will not be tolerated and needs to be monitored carefully. So
that is significant work and it is ongoing.

Ms. WATERS. The city attorney that I am referring to and you are
referring to is Mike Feuer, in my city of Los Angeles. He has noth-
ing but praise for you. He has nothing but praise for you because
he has never, he said, been able to work with anyone in the way
that he worked with you and how you moved so quickly not only
to follow up and to further investigate and explore, to do what you
are able to do to make sure that you sanctioned them with the
fines in the way that you did.

So I want you to know that I am very appreciative. My City is
appreciative. The city attorney is appreciative.

And don’t let anybody take credit away from the work that you
have done to protect the consumers from the fraud that was being
perpetrated by Wells Fargo.

Mr. CORDRAY. Our feeling is mutual for Mike and his team and
we look forward to working on other matters in the future as they
may arise.

Ms. WATERS. Thank you so very much.

And I yield back.

Chairman HENSARLING. The gentlelady yields back.

The Chair now recognizes the gentleman from Missouri, Mr.
Luetkemeyer, chairman of our Financial Institutions Sub-
committee.

Mr. LUETKEMEYER. Thank you, Mr. Chairman.

Welcome, Mr. Cordray.

Director Cordray, I want to start by asking you about the Bu-
reau’s proposed amendments relating to disclosure of records infor-
mation issued in August of last year. As I understand it, this
amendment would impose what amounts to be an unprecedented
gag order on any individual entity under investigation by CFPB.

In your proposal, as I understand it, you allow for absolutely no
judicial review.

Mr. Director, even recipients of national security letters of law
enforcement are permitted due process. No other Federal regu-
latory agency has an outright prohibition on the disclosure infor-
mation—not the SEC, not the FTC.

Can you provide me with a compelling reason why the Bureau
needs this unprecedented gag order authority?

Mr. CorDRAY. I will say two things.
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Number one, I don’t think that the rule has the far-reaching ef-
fects you are describing. But let me say that we have received
those comments from you and your colleagues. We think they raise
legitimate concerns. We are going back to the drawing board in
terms of what we are doing on that issue, and we will produce a
rule that I believe that you will respect and appreciate that we
have responded to those questions.

Mr. LUETKEMEYER. Well, Director, I have here with me this
morning a letter from the ACLU, of all people. And the letter is
dated October 20, 2016; it is from the legal director. In there it de-
lineates basically what I just said with regards to other agencies—
they don’t have this prohibition.

In fact, in your rule it indicates that if you look at it the recipient
of the subpoena would not even be able to put that information on
their own website, which you can do on your website. And even
they recite here the concern with regards to—even in national se-
curity interests there is a very strict protocol that has to be ob-
served in that situation even, to be able to protect that information.
And yet, you are going beyond that.

So again, this elimination of due process is basically unconstitu-
tional. In fact, in their letter they cite that provision. So I am very
concerned about that, and to me, we need to withdraw the rule. It
makes no sense. It doesn’t have any bearing. I don’t know why you
even are going down this road.

Mr. COrRDRAY. Yes. So I am hearing what you are saying. It is
reinforcing the concerns that you had raised and others have
raised. I think they are legitimate concerns and we are going back
to the drawing board on that, and I think you will be happy to see
that when that is completed.

Mr. LUETKEMEYER. Okay. With regards to another issue, with re-
gards to small-dollar lending and access to credit, you and I have
talked about this at length over the years, and I am still very con-
cerned about some of the actions that your agency has taken.

The small-dollar lending rule is, in my view, so punitive that it
will close businesses and leave consumers in my district out of op-
tions. And I will give you an example.

Let me read a quick part of a letter that I got from a gentleman
named Nick in Sinclair, Missouri. Nick writes, “The CFPB has
made a rule that will really hurt people who turn to a payday loan
to help solve the personal finances. This is not just a bad idea, this
is a horrible one. Please do not let this rule stand, Congressman
Luetkemeyer.

“My car broke down recently and I was worried that I wouldn’t
be able to afford all the repairs. I went to my local cash advance
store and was quickly approved to get a loan. I am glad I used
these loans to help me get my car fixed and back on the road.”

Director Cordray, I know you think that everybody can turn to
other sources of credit whenever they are in—like in Nick’s situa-
tion here, he needs some immediate cash to fix an immediate need.
But if the government decides that he can’t have this kind of loan,
where does he go to get this? What is your solution to this?

Mr. CORDRAY. Yes. So I want to be careful with what I say be-
cause this proposal was out for comment. We received over a mil-
lion comments on it, some of them along the lines of what you just
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said, some of them quite the reverse. And we are trying to work
through that; it is a complicated subject.

I will say there are 14 States in the union that have no payday
lending. South Dakota is the most recent one to join their ranks
because the voters in that State, by 76 percent, approved a ballot
measure last fall to essentially bar payday lending in the State,
and that is tens of millions of Americans in those States who seem
to get by just fine.

So, that is an interesting experiment that you have, part of the
country that has no payday loans and part of it does.

Mr. LUETKEMEYER. With all due respect, Director, they are still
there. They are going offshore, and you know this as well as I do.
And those aren’t regulated, so therefore I don’t know how you get
around them, just saying, well, there is no access, period.

There are other ways to do this. They increase their credit card
debt, their prepaid cards. These are all things that are other op-
tions, but that shows that they are—in those situations they have
higher credit card past dues and things like that.

This is a need for immediate cash and this rule is so restrictive
it is driving people into certain areas they don’t want to go to.

Mr. CORDRAY. Yes, that is not what I intended to say. It is just
that payday lending is one way to meet that need; there are many
other ways to meet that need. And in the States that do not have
payday lending people find many other ways to meet that need.

But it is a legitimate discussion. It is something we are thinking
hard about and we have gotten, as I said, many, many comments
on both sides of that issue.

Mr. LUETKEMEYER. I yield back. Thank you.

Chairman HENSARLING. The time of the gentleman has expired.

The Chair now recognizes the gentlelady from New York, Mrs.
Maloney, ranking member of our Capital Markets Subcommittee.

Mrs. MALONEY. Thank you. Thank you, Mr. Chairman, and
Ranking Member Waters.

Director Cordray, I would like to ask you about the Consumer
Bureau’s prepaid card rule, which I believe went into effect in No-
vember. The prepaid rule requires minimum disclosures, limits the
amount of overdraft on prepaid cards, and establishes a process for
resolving errors and customer disputes. The prepaid card market
is growing very, very quickly and it has a great deal of potential.

But there are virtually no Federal consumer protections for pre-
paid cards, and that is why the rule coming from your agency is
so important.

The rule was supposed to take effect in October 2017, but the
Bureau recently proposed delaying the effective date by 6 months,
to April 2018. In its proposed delay the Bureau said the additional
time would allow the Bureau to, “evaluate concerns raised by in-
dustry participants regarding certain substantive aspects of the
rule.”

So my question is, is the Bureau open to making substantial,
substantive changes to the prepaid rule before it goes into effect?
And if the Bureau is open to that, what aspects of the rule is the
Bureau open to changing? I am particularly interested in the dis-
closure requirements and the issues that affect digital wallets.
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Mr. CorDRAY. Okay. Thank you. And I will say two things in re-
sponse to that question.

The first is—and it is important to keep this in mind as some
people are talking about trying to overturn that rule—the rule was
finalized last fall but it has an implementation period for compa-
nies to be able to work on their packaging and other things and
get ready, had an implementation of 12 months. We have now de-
termined from what we have heard that that time period may be
too short, and we have put out a proposal to reopen the issue of
extending that period of time for 6 more months.

Let’s understand where that rule comes from.

Probably most Americans, almost all of those in this room, have
bank accounts. On those bank accounts we have certain legal
rights. We have rights to get errors corrected; we have rights to get
disputes resolved; we have rights to certain disclosures on those ac-
counts. Nobody wants to roll back those rights for those of us who
have bank accounts.

There are millions of Americans now who do not have bank ac-
counts and for whom prepaid cards and prepaid accounts are an in-
creasingly satisfactory solution, but they have none of those protec-
tions. This is meant to level the playing field and make sure they
have the same protections that more privileged members of our so-
ciety who have bank accounts have, that we take for granted and
are basic.

Now, having said that, we recently proposed to extend the effec-
tive date of the rule by 6 months and we have been hearing from
industry during this time about a few issues that have come up as
we have been working with them to implement the rule.

And we have heard enough that we believe it makes sense to
seek comment on at least two of the issues in the following rule-
making in the coming weeks, and perhaps there will be others. The
first relates to the linking of credit cards into digital wallets that
are capable of storing funds, and the second issue relates to error
resolution for prepaid cards that have not been registered.

Both of these could have disclosure implications. Both of them we
are going to take a serious look at and we intend to try to figure
out how to address them.

Mrs. MALONEY. So you are open to substantial changes?

Mr. CORDRAY. We are always open to hearing more from stake-
holders—that is all sides, consumer groups and industry—about
what else could be done to improve the functioning of our rules.

Mrs. MALONEY. I am interested in overdraft fees, and my ques-
tion is, do you plan to propose a rule on overdraft fees before your
term expires in 2018? And if so, when can we expect to see this
proposed rule?

Mr. CORDRAY. As you know, and we have discussed this a num-
ber times, overdraft is an issue that the Consumer Bureau has
been looking at from the outset. There have been some problems
in that area.

I think private lawsuits have demonstrated certain problems
that have resulted in significant resolutions. The Federal Reserve
had just tried to address this issue before we became an agency
with its opt-in rule.
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The different Federal agencies have different approaches to over-
draft, which is probably not the right landing place. And it is some-
thing that we have been looking at for quite some time.

As to when we would or would not initiate a proposed prelimi-
nary framework for rulemaking, which is what we need to do with
small business review panels, I can’t speak to the timing on that,
but it is something we would be happy to keep you and your staff
posted on as we go, and it is an issue that is on our minds very
much.

Mrs. MALONEY. Okay. My time has expired, but I wanted to hear
also your safeguards to mortgage products. But my time—

Chairman HENSARLING. The time of the gentlelady has expired.

The Chair now recognizes the gentleman from New Mexico, Mr.
Pearce, chairman of our Terrorism and Illicit Finance Sub-
committee.

Mr. PEARCE. Thank you, Mr. Chairman.

And thanks, Mr. Cordray, for being here.

I appreciate your strong interest in consumer complaint filings.
You draw out that you have had more than a million filed. Have
you got any rough breakdown on how many of those complaints
have been against community banks?

Mr. CorDRAY. We don’t actually take or put in our database any
complaints against community banks.

Mr. PEARCE. Okay. How about from rural counties? Do you break
it down by rural counties?

Mr. CORDRAY. We can break down complaints, certainly, by
State. There may be smaller divisions we could put them into. If
you are interested in that I would be happy to have my staff talk
to your staff about—

Mr. PEARCE. How many complaints against the CFPB?

Mr. CORDRAY. Beg your pardon?

Mr. PEARCE. How many complaints against the CFPB? In other
words, I hear quite frequently when I go to the district that the
CFPB is intrusive: “They do this; they are limiting our access.” So
how many complaints against CFPB?

Mr. CORDRAY. I see. So our database is about consumer com-
plaints about the financial institution with whom they have a rela-
tionship—

Mr. PEARCE. Okay, so you don’t track when people—you don’t
have any kind of one-star, two-star, three-star rating for yourself?

Mr. CorDRAY. No, although we do hear—

Mr. PEARCE. How many of the complaints—I appreciate that you
don’t track those.

And so now, keep in mind that when you first started our discus-
sion here was about rural and you are defining Luna County in the
same category as New York City. Luna County has 8 people per
square mile and New York City has 28,000 people per square mile.

You have a lot more options there in New York City than you
do in Luna County. And so everything you might do which would
choke off access we were creating tremendous friction with you, if
you recall that.

Mr. CORDRAY. Yes.
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Mr. PEARCE. And so I am interested in page four, where you say:
“We are tailoring our approaches to financial decision-making,” and
then you give all these subgroups, but you didn’t put rural in there.

Rural is a big part of America. Why didn’t you include that in
your list? You tell everything else that you are doing.

Mr. CorDRAY. I should have included that on the list because we
have actually made good progress there.

Mr. PEARCE. Okay, fine. You should have put it there.

Mr. CorDRAY. No, but we have also changed our definition of
“rural” twice in response to comments that you have made to me
and others have made.

Mr. PEARCE. Yes. And so I guess my point is that it took about
3 to 4, maybe 5 years to get that change from a Member of Con-
gress.

Mr. CorDRAY. That is right.

Mr. PEARCE. So when I see that you have done a million com-
plaints I kind of wonder about those people who are not Congress-
man, the ones from rural areas, saying, “You are making life very
difficult for us.”

One of the things that you and I discussed—and you sent the
lady up to my office for an hour, hour-and-a-half—was the idea of
seller finance. You get people in New Mexico and they are making
$25,000, $30,000 a year is kind of the average.

Over their lifetime they end up owning five trailer houses and
then that is their retirement. They sell a trailer and they will take
the payments and it helps Social Security.

We have worked with you, our office, for over 2 to 3 years on one
sentence. Just go back to what it was before, where you can sell
five of those and then you need to be a mortgage loan originator.
No, you have changed it to where if you sell one, you have to be
a mortgage loan originator, and you have taken away the possi-
bility of people having—just comparing it to the transportation sys-
tem: In the city if your car breaks down, you go out and you get
gn tlie subway, or you get an Uber, you get anything, you rent a

icycle.

The person that we are interviewing for my office in Las Cruces
right now lives 65 miles away. There aren’t any rental bikes out
there; there is no Uber out there; there are no cabs out there. And
if she has to go get a payday loan to fix the transmission, you say
that you are going to shut off 75 percent of it.

And so I have asked you before, the guy in the oil field who is
just trying to get through every day says, “What business is it of
Mr. Cordray’s if I want to borrow $100 on Monday and on Satur-
day, when I get my check, I am going to pay back $120?”

I will guarantee you there is no one in New York City that is
going to come out and lend that hundred bucks, and yet you are
going to say that you can’t have seller financing of trailer houses,
you can’t have any access to payday loans, you can’t have this. And
so I don’t think it was an oversight on page four when you didn’t
include rural.

I don’t think it is in your mindset because I know the number
of community banks that have closed down. I know the total as-
sault on them. They are not the ones who caused the problem in
2008. They did not.
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And yet, you treated them the same in the initial definition. It
takes 3 years to kind of unbundle that, and still they are the ones
complaining to me.

Go ahead, sir. I'm sorry I—

Mr. CORDRAY. Could I have a moment to respond?

Mr. PEARCE. Yes, sure.

Mr. CORDRAY. Okay.

On the rural, what you are pointing to is a success story. It took
longer than it might have, and we worked with Congress ulti-
mately and the rural definition has been fixed. So it is an example,
maybe not perfect, but of us listening and responding and not just
digging our heels in.

In terms of New Mexico, we have two call centers to take com-
plaints around the country. One of them is in New Mexico in the
area you described. We are very familiar with that area.

We are happy to talk to you further about the seller financing
issue if you want us to follow up on that—

Chairman HENSARLING. The time of the gentleman—

Mr. PEARCE. The rural problem is not fixed, with all due respect,
and I appreciate your observation.

Chairman HENSARLING. The time of the gentleman has expired.

The Chair now recognizes the gentlelady from New York, Ms.
Velazquez, for 5 minutes.

Ms. VELAZQUEZ. Thank you, Mr. Chairman.

And, Dr. Cordray, thank you for the work you do on behalf of
working families and consumers in the country, particularly on be-
half of my—New York City’s—the people that I represent.

Dr. Cordray, I would like to share with you and the committee
some stats regarding small business lending practices, in terms of
the most vulnerable population of the small business sector, women
and minorities, to show why I strongly disagree with the chairman
of the committee about Section 1071.

One study found that among women who sought financing, 32
percent received approvals, compared to 35 percent of men. They
were also more likely to receive short-term funding with APRs
varying from 14 to 50 percent or higher than men.

On average, women paid a 13 percent higher interest rate for the
same product, even on SBA loans. These are loans guaranteed by
the Federal Government.

Women received less funding on average than men, the average
being nearly $60,000 for women and over $156,000 for men. The
same ran true for minority business owners. They are approved for
lower loan amounts and pay higher interest rates than non-minori-
ties.

So it is important to be able to collect data so that it shows us
whether or not we need to come up with legislative solutions to
level the playing field in terms of making lending credit accessible
to every sector of the small business community.

Mr. CORDRAY. I find that very persuasive. I also heard the chair-
man loud and clear when he said that he wants us to move ahead
quickly with that small business lending rulemaking, and we will
respond to that oversight.

Ms. VELAZQUEZ. Thank you.
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Director Cordray, increasingly, homeowners are purchasing roof-
top solar panels as a way to reduce their monthly utility bills. Un-
fortunately, along with the growth of the solar panel market there
have also been reported increases in consumer complaints regard-
ing abusive or deceptive acts by solar companies in their sales, fi-
nancing, and marketing practices.

What is the CFPB doing to address consumer complaints in this
industry?

Mr. COorRDRAY. We have been hearing two different things, and in-
creasing amounts about both. One is that the sale of solar panels
directly may involve abuses of consumers. There are limitations
around our jurisdiction if it is a loan in connection with the sale
of a retail product, so that is difficult for us. But we are talking
to attorneys general and others to try to understand who can do
what on that problem.

There is a separate issue that may or may not be what you are
referring to, which has to do so-called PACE loans, where one of
the ways in which the solar panels are financed is that States have
set up a superior priority tax lien on the property to be able to fi-
nance the energy efficiency changes, and that creates some real
complexities in the real estate market that we are hearing a lot
about from mortgage lenders and others and that we are trying to
think about carefully and talk to FHFA and others about those. So
we are hearing the same things you are hearing, I believe.

Ms. VELAZQUEZ. Thank you.

Credit unions in New York recently approached me and they ex-
pressed that it is becoming increasingly difficult to provide over-
seas remittances due to the escalating costs of complying with the
associated rules and regulations. What is the CFPB doing when re-
viewing the remittances rules to make sure the cost has not gone
uﬁ:) f‘;)r consumers? And if you find it has, how will you address
that?

Mr. CorDRAY. I was going to a portion of my book, because I
know we have some new data that folks provided me with on the
issue of remittances. Ninety-six percent of that market is money
transfer operators rather than banks and credit unions, so it is a
market that is dominated by non-bank players. We’re talking about
people like Western Union, MoneyGram, and now, increasingly, on-
line products that are going to be disruptive in that market and
perhaps beneficial to consumers, like Xoom and some others that
we have seen.

In terms of the credit unions, we did exempt, by creating a
threshold, more than 80 percent of credit unions from coverage
under our rule. But we have been talking to all the players and
there may be more we can do on that front. That is something we
are going to look at.

We are doing a retrospective review of the remittance rule, as
Congress requires us to do on all significant rules 5 years after it
takes effect. That is going to be our first example of a—

Chairman HENSARLING. The time of the gentlelady has expired.

The Chair now recognizes the gentleman from Michigan, Mr.
Huizenga, chairman of our Capital Markets Subcommittee.

Mr. HUIZENGA. Thank you, Mr. Chairman.

And thank you, Director Cordray.
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It is my understanding that parties entering into a consent order
with the Bureau are not actually admitting guilt, correct?

Mr. CORDRAY. I'm sorry. There was a little noise. Are not what?

Mr. HUIZENGA. Yes, it is a little noisy with the doors opening. It
is my understanding that parties entering into a consent decree
with the Bureau are not actually admitting guilt, correct?

Mr. CORDRAY. Typically that is not the case, but I will tell you
my perspective on it.

Mr. HUIZENGA. I'm sorry, they are admitting guilt?

Mr. CORDRAY. Typically it is not the case, and I will give you my
perspective on it if you would like.

Mr. HUIZENGA. Well, hold on. First of all, I just want to establish
that because these consent orders normally contain a paragraph la-
beled “stipulation,” which states, “Respondent agrees to the
issuance of the consent order without admitting or denying any of
the findings of facts or conclusions of law, except that the Respond-
ent admits the facts necessary to establish the Bureau’s jurisdiction
over a Respondent in the subject matter of this action.”

That is included in those consent decrees, correct?

Mr. CorDRAY. I would be glad to offer you my perspective on
that, if you would like.

Mr. HUIZENGA. It is yes or no. Are those included?

Mr. CORDRAY. That is true of many orders, yes—

Mr. HUIZENGA. Yes, okay. All right, well, so—

Mr. CORDRAY. —not necessarily all, but—

Mr. HUIZENGA. —myself and many others in this committee have
previously raised this with you, what I believe has been a signifi-
cant problem with the way that the Bureau has issued their press
releases around these consent orders. Specifically, in virtually
every one of your settlements you don’t prove any facts alleged—

Mr. CORDRAY. I don’t agree with that.

Mr. HUIZENGA. —the company doesn’t admit to any violation of
the law, yet in your press releases that you send out there is regu-
larly alleged, again without factual basis, that the company actu-
ally violated the law.

Mr. CORDRAY. So again, could I give you my perspective on that?

Mr. HUIZENGA. Quickly, please.

Mr. CorDRAY. Okay. When we complete an action it is because
we completed a thorough investigation of the facts. We know what
the facts are; the company knows what the facts are. That is why
they end up—

Mr. HUIZENGA. So you don’t believe that any of these companies
that would sign a consent decree would feel intimidation or maybe
the fact that this could draw out for years, that maybe they are too
small to fight City Hall or the CFPB at this point?

Mr. CORDRAY. I think the main reason why companies enter into
a consent decree is we have done a thorough investigation. We
know the facts; they know the facts. They don’t have a leg to stand
on, all right?

Mr. HUIZENGA. Okay, like PPH.

Mr. CORDRAY. So we document those orders in detail—

Mr. HU1ZENGA. Well—

Mr. CORDRAY. —so everyone knows what was done, and it
doesn’t matter to me whether the company says they don’t admit
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or deny. Does anybody doubt that Wells Fargo had the problem
that we described when they fired 5,000 employees?

Mr. HUIZENGA. Whoa, whoa, whoa. Hold on. Wait a minute. You
are an attorney and you just said that it doesn’t matter what they
signed—

Mr. CORDRAY. It doesn’t matter to the truth—

Mr. HUIZENGA. —as a legal document with the CFPB?

Mr. CoRrDRAY. It doesn’t matter to the truth of the facts of our
investigations. What it does matter to—

Mr. HuizENGA. Okay, so you intentionally know that the CFPB
signs consent orders that lie?

Mr. CorDRAY. No. What it does matter to is whether—

Mr. HUIZENGA. Well, you just said they are not factual.

Mr. CORDRAY. Do you want me to answer you?

Mr. HUIZENGA. I would like you to answer my question, yes.

Mr. CORDRAY. I am happy to answer you.

Where this matters is whether facts are already established for
follow-on lawsuits by private plaintiffs’ attorneys. I don’t feel it is
my job to make that happen for them.

Mr. HUIZENGA. Okay.

Mr. CORDRAY. My job is to conclude the investigation, to lay out
the facts as they are. The company can dispute it or not as they
please, but the facts are the facts. They are made public—

Mr. HUIZENGA. So the facts are the facts, okay, perfect.

Mr. CORDRAY. They are clear. Everybody can learn from that.

Mr. HUIZENGA. We are going to disagree. I have a minute-and-
a-half here, but I would call this trial by press release, but maybe
we can put it in slightly—

Mr. CORDRAY. No.

Mr. HuizENGA. —different terms here.

Several employees have filed claims of racial and sexual discrimi-
nation and retaliation with the Bureau’s Office of Equal Oppor-
tunity and the Equal Employment Opportunity Commission
(EEOC). You have settled some of these cases, including one with
a whistleblower who has testified before our committee.

I would like to enter into the record one of those settlements,
which is dated October of 2014, if we could do that?

Chairman HENSARLING. Without objection, it is so ordered.

Mr. HUIZENGA. And so using your standard, the fact that you set-
tled these cases means that you and your managers, frankly, are
guilty of racial and sexual discrimination, correct?

Mr. COrRDRAY. No, I don’t agree with that. We have—

Mr. HUIZENGA. Well, wait a minute. You just said it doesn’t mat-
ter what it says, that the facts supersede what the paper says.

Mr. CORDRAY. There is a consent order that is entered which has
specifics facts in it—

Mr. HUIZENGA. No.

Mr. CORDRAY. —and that is a different issue—

Mr. HUIZENGA. Director Cordray—

Mr. CORDRAY. —in a private settlement.

Mr. HUIZENGA. —using your own standard, you settled claims
and thereby admit to your crimes, but you won’t fire the managers
responsible for that.
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Mr. CorDRAY. No. No, that is not correct. When we get com-
plaints and grievances we look to resolve those through whatever
process we can. We use mediation quite a bit and—

Mr. HUIZENGA. Wait a minute. So you are saying that sometimes
signing an agreement doesn’t mean you are guilty.

Mr. CorDRAY. No, no. You are not making a distinction—
hMr. HuiZzENGA. Wait a minute. You are either guilty of the
things—

Mr. CORDRAY. You are not making a distinction—

Mr. HUIZENGA. —that you just settled, or the other people whom
you have forced into settlement agreements might not be guilty of
what you charged them.

Mr. CorDRAY. No. A public consent order is an order entered by
either the Bureau or the court, okay? It is an independent—

Mr. HUIZENGA. It is for remediation, correct?

Mr. CORDRAY. —independently authorized order. That is distinct
from a settlement agreement, which may be a contractual matter.

Mr. HuUiZzENGA. Here is the simple fact, Director Cordray: What
is good for the goose is good for the gander, and you are not willing
to accept the same standard that you apply to others on the outside
for your own Bureau that you are—

Mr. CORDRAY. It is apples to oranges.

Chairman HENSARLING. The time of the gentleman has expired.

Mr. COrRDRAY. I would be happy to follow up with you further if
you would like.

Chairman HENSARLING. The time of the gentleman has expired.

T}i{e Chair now recognizes the gentleman from New York, Mr.
Meeks.

Mr. MEEKS. Thank you, Mr. Chairman.

And Director Cordray, let me first thank you because we voted
62 times previously on the Affordable Care Act only to find out that
many of my colleagues, when it came time that they were in power,
they realized that many of their constituents benefited from the Af-
fordable Care Act.

And you, sir, have now, I think, testified before Congress over 62
times. And I think that your responsiveness to Congress and who
you are responsive to is consumers. They ask about accountability.

Sir, isn’t, in fact, your accountability to the consumers of Amer-
ica?

Mr. CORDRAY. I believe it is to the public, yes, and every member
of the public is a consumer, so—

Mr. MEEKS. And prior to the establishment of the CFPB, do you
know of any such agency that would be reflective of the—and re-
sponsible directly to the public or the consumers? The corporations
or the banks, they have—they there responsible, as they tell me,
to their board, to their stockholders, which is a limited crew, and
to their corporate board.

Who is responsible to the American public, the American people?

Mr. CorDRAY. I think this Congress did a good thing in 2010,
and it is very important to have an independent watchdog looking
out for consumers, standing on their side, making sure they are
treated fairly in the financial marketplace, where it is typically not
a fair fight when they are in a struggle with a large financial com-

pany.
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Mr. MEEKS. In fact, when we had the greatest financial crisis
since the Great Depression, the fact of the matter was because no-
body was out there watching out for the consumer, many of the no-
doc loans and bad products are what brought this country down.
Is that not correct?

Mr. CoRDRAY. And do you know what that meant? That meant
lots of people lost their jobs who had nothing to do with any of this;
lots of people lost their homes—millions of people; and we all lost
significant retirement savings. We all suffered because of that fail-
ure on the part of the regulatory system.

Mr. MEEKS. And the fact of the matter is, those people who lost
their homes and jobs, et cetera, they were not just minorities; they
were not just people from urban America; they were not people just
from rural America; they were not people just from the east, the
west, the north or the south; they were all Americans.

They were not just Democrats. They were Democrats and Repub-
licans. Is that not correct? They all fit within that group.

er. CORDRAY. That is correct, and I will give you a great exam-
ple.

Maybe some people got into irresponsible mortgage loans. Maybe
they should have known better; maybe they were defrauded.

In that subdivision, if there were 10 foreclosures, everybody else
in the subdivision, even though they had fine mortgages and they
were okay initially, was going to get hurt because their home val-
ues were going to plummet and they were going to be innocent by-
standers of this. And it happened to many, many millions of Ameri-
cans, as you say, from all walks of life, of all backgrounds, of all
origins.

Mr. MEEKS. So this is not a battle—you are not there just to rep-
resent minorities or just to represent urban America. You are there
making sure that there are solutions for consumers wherever they
be, no matter who they are, but you are the one agency that we
have now to make sure that the American public has someone who
has their back.

That is whose back you have, right? The American public. The
average, everyday Mary and Joe.

Mr. CorDRAY. That 1s our job. It is a big job. We try to do it as
best we can. When we don’t get it right, we look to fix it.

Mr. MEEKS. In fact, you have something that is called the Con-
sumer Complaint Portal. Is that correct?

Mr. CorDRAY. We do.

Mr. MEEKS. Can you tell me something about how many people
have responded to your Consumer Complaint Portal? Because if
you are not doing your job then I guess you are only getting a few
complaints, right? Because everybody else must be accountable—if
you get rid of this Bureau and get rid of you there must be account-
ability somewhere, so there must be only a few people who are
complaining to you. Is that correct?

Mr. COrRDRAY. That is not the way it seems to be working. We
have had over 1,150,000 complaints so far. They are coming in at
the rate of 25,000 to 30,000 a month.

And people have—you know what this is like. Think about your
mothers and fathers, sisters and brothers, sons and daughters.
They have issues. They aren’t sure how to fix them. It is a big, dis-
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tant financial company that may or may not be responsive imme-
diately to their concerns.

To have a place to turn to, to come to this Consumer Bureau, to
say the complaint in their own voice, and to make sure we will
work with the company to try to get it fixed and they can get relief
in many instances, that is really important for people. It is a good
thing. It is something that we should want to preserve and it is
very important.

Mr. MEEKS. And I would say it is fair to say, because I have
looked at some of the people, where they come—some come from
Nebraska, some come from Texas, some come from New York. So
they have to be Democrats and Republicans and Independents and
people who don’t vote at all.

There is no litmus test that is utilized. Is that correct?

Mr. CORDRAY. And in fact, we get complaints referred to us from
Congressional offices in all districts all across the country, Demo-
crat, Republican, it doesn’t matter, we are just trying to work on
behalf of consumers. And we welcome those, and we encourage the
offices to send them to us.

Mr. MEEKS. So I would say that every Member of Congress,
Democrat or Republican, should say thank you. Thank you for
helping our constituents on a regular basis, because without you
they wouldn’t have anybody.

Chairman HENSARLING. The time of the gentleman has expired.

The Chair now recognizes the gentleman from Wisconsin, Mr.
Duffy, chairman of our Housing and Insurance Subcommittee.

Mr. Durry. Thank you, Mr. Chairman.

Welcome, Director Cordray.

How long have you been the Director of the CFPB?

Mr. CORDRAY. I first went into that position in January of 2012.

Mr. DUFFY. So that would be 5 years and 3 months, right?

Mr. CORDRAY. I guess that is right.

Mr. DUFFY. And—

Mr. CORDRAY. Time flies when you are having fun.

Mr. Durry. When we are having fun it does.

And the original intent of the Congress, a bill written by exclu-
sively Democrats in Dodd-Frank, had the intent that the Director
would serve for how long?

Mr. CorDRAY. I wasn’t here then. I understand there were some
Republicans who supported that bill in the House—

Mr. DUFFY. Let’s not take my time. This is an easy answer. The
answer was they intended that the Director serve for 5 years Not
5 years and 3 months, not 6 years and 6 months, but 5 years.

Mr. CORDRAY. No, I don’t think so. That is not what the statute
says.

Mr. DUFFY. And so when we look at your tenure, you were—obvi-
ously you were brought in and it was found under the Supreme
Court that the NLRB recess appointment issue would apply to you,
as well, so you were brought in unconstitutionally by the President
and then were reappointed, which will then give you a timeframe
to the middle of next year. Is that fair to say?

Mr. CORDRAY. That is one perspective on the matter, I suppose.

Mr. DUFFY. So you weren’t appointed unconstitutionally. Is that
your position?
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Mr. CORDRAY. I don’t know that I have ever been ruled on that,
but I would accept that the Noel Cannon case is the holding of this
U.S. Supreme Court, and we accept it and respect it, certainly, as
people do—

Mr. DUFFY. I'm sorry. You are over the 5-year time period, which
would give you great cause right now to say, “Listen, I have done
my 5 years. I am going to comply with the spirit of my party and
the intent of the law. I am going to step down.” You have chosen
not to do that thus far.

Mr. CORDRAY. Could I—

Mr. DUFFY. One second. I will give you a chance to respond.

Mr. CorDRAY. Okay.

Mr. DurrY. As I look at the PHH case discussing whether the
President has the authority to remove you, or that you serve at his
pleasure, or if you can be removed for cause, the CFPB has ap-
pealed that case, which means you prefer the standard that you be
removed for cause.

And my question for you is would you prefer that the President—
and again, we are going to note your political aspirations in Ohio—
that we will walk through the racism, the sexism, we will walk
through the intimidation and the retaliation—all the things that
we did on our oversight committee and more—do that very publicly
to have you removed for cause, or do think it is probably easier for
you to say, “I have done my 5 years. I will step down and go?”

What is the better way to do this? For you even, politically, what
is the best way?

Mr. CORDRAY. So to go back to your previous point—

Mr. DUFFY. No, make this one. Answer the question first.

Mr. CORDRAY. —I was nominated by the President and confirmed
by the Senate on a significant bipartisan vote in July of 2013 to
serve a 5-year term. That is what the statute provides for and that
is where we are at the moment.

The PHH case, as you noted, is pending. It is an interesting con-
stitutional set of arguments that is being presented there, and the
court will sort it out.

Mr. DUFFY. Director Cordray, I would prefer we do this publicly.
You have a rotting agency. We brought in women and minorities
who have talked about the Bureau and how they treat women and
African-American women.

I'm sorry. I would be happy to have that public conversation be-
cause, guess what, I think Democrats even in Ohio would be aghast
at what has happened at the CFPB.

I want to move on. Do you know how—

Mr. CORDRAY. You—

Mr. DUFFY. Do you believe that 25 million people—

Mr. CORDRAY. Do I get a chance here?

Mr. DUFFY. Do you believe that 25 million people—

Mr. COrRDRAY. I don’t get a chance. Okay.

Mr. DUFFY. —is a lot of people? 25 million people.

Mr. CORDRAY. I'm sorry? I'm sorry, I was trying to respond to you
and I missed your question.

Mr. DUFFY. Is 25 million people a pretty good chunk of folks?

Mr. CORDRAY. 25 million people is a pretty good chunk of folks.
I would agree with that.
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Mr. DUFFY. So on this side of the aisle in this committee, collec-
tively we represent 25 million people right here. And as the chair-
man pointed out, we have sent you subpoenas for years, and you
fail to comply with those subpoenas.

Mr. CORDRAY. I don’t agree with that.

Mr. DUFFY. And on occasion when you do comply, you don’t cer-
tify that you have complied with our requests. Other agencies cer-
tify that they have complied with the subpoena that has come from
Congress, but not the CFPB. We won’t certify compliance.

Mr. CORDRAY. I don’t know what you are referring to or—

Mr. Durry. How about Ally? Have you complied with our sub-
poena in regard to the Ally case that goes back to 2015?

Mr. CORDRAY. I believe that we have complied with all of your
subpoenas—

Mr. DUFFY. No, no. Let’s talk Ally.

Mr. CORDRAY. —and if you send us more, we will work to comply
with those—

Mr. Durry. Have you complied with our Ally subpoena?

Mr. CORDRAY. I beg your pardon?

Mr. Durry. Have you complied with our Ally subpoena?

Mr. CORDRAY. I believe we have, and—

Mr. DUFFY. Have you certified—

Mr. CORDRAY. —and let me say—

lMc{"? Durry. No, no, no. Have you certified that you have com-
plied?

Mr. CORDRAY. Let me say that that—

Mr. Durry. Have you certified that you have complied?

Mr. CORDRAY. I am not sure what you are referring to, and I
don’t know that there is—

Mr. DUFFY. It is pretty clear. You are an attorney.

We have a certification requirement in our subpoena that you
certify your compliance. Have you certified to the 25 million people
that y?ve represent that you have complied with our subpoena? Yes
or no?

Mr. CorDRAY. If that is an issue for you I would be glad to dis-
cuss it with—

Mr. DUFFY. No, my question is for you, Director. Have you cer-
tified your compliance with our subpoena? Because you have come
in and said, “I have complied.” Have you certified that compliance?
Yes or no?

Mr. CorpDrRAY. What I will say is as of the end of last year we
understood that—

Mr. Durry. What I will say is that you are dodging. You haven’t
certified compliance with any of our subpoenas.

Chairman HENSARLING. The time of the gentleman has expired.

Mr. CoOrDRAY. Could I respond for 30 seconds?

Chairman HENSARLING. A brief response from the Director.

Mr. CorDRAY. Okay. My understanding is that in response to
that subpoena we have supplied yet more documents and we were
engaged in discussions with staff, and at the end of last year staff
said that they would engage in further discussions with us and
they thought that would—we heard nothing until this week.

Mr. DUFFY. Never compliance.

Mr. CORDRAY. And so—



26

Chairman HENSARLING. The time of the gentleman has expired.

The Chair now recognizes the gentleman from California, Mr.
Sherman.

Mr. SHERMAN. Mr. Cordray, thank you for your service.

I want to associate myself with the ranking member’s praise of
you, except for the part perhaps where she posited the possibility
that Donald Trump would appoint you for another term, that noth-
ing other than that could diminish the high esteem that I have for
you.

We have up behind you on the board the trade deficit statistics.
I know that we didn’t have quite as big a trade deficit last month
as was expected, but that was a quirk because of the Chinese New
Year and some interruption in shipments.

Mr. Cordray, we have the know-before-you-owe mortgage disclo-
sures in TRID. It has resulted in transparency for consumers, and
better accountability for financial institutions. But ongoing compli-
ance issues remain, costing time and money for consumers and for
the industry.

When will the latest proposed rule be finalized, and do you plan
to issue any additional guidance clarifying this rule that could be
relied upon the industry as implementation continues?

Mr. CORDRAY. It is apparently not appropriate for us to comment
on the timing of a rulemaking since they are pending. These are
issues somewhat like judicial opinions. They are done when they
are done. So I am not sure what to tell you there.

Mr. SHERMAN. But you understand the social utility of being
done as expeditiously as you can be?

Mr. CorDRAY. I always do, and I am sometimes disappointed at
how slowly the Federal Government works even though I am trying
to be there and make it work faster, yes.

Mr. SHERMAN. And we have these PACE loans, which are home
improvement loans for alternative energy, but they are structured
as part of the property tax bill. Are you sure your agency can’t—
they are basically home improvement loans—exert jurisdiction in
this area?

Mr. CORDRAY. It is a pretty complicated subject is what I have
learned, because in the States where those exist typically the State
legislature has passed State laws that provide for priority liens,
which involves the government in both the making and collection
of those loans, and that is a very significant complicating factor for
us. It is something that we have a team of people looking at and
trying to work through because we are hearing enough about it to
be concerned, as I think you are here, as well.

Mr. SHERMAN. I would hope that your legal staff would work
with us. I hope that this is an area—home improvement loans is
an area that you ought to be involved in. And if you need legisla-
tion—

Mr. CORDRAY. Home improvement loans, we are involved in—

Mr. SHERMAN. Well, this is—

Mr. CORDRAY. —but where there are government tax liens
passed by State law—

Mr. SHERMAN. —this is a—

Mr. CORDRAY. —that is more difficult.

Mr. SHERMAN. —this is a special, super-duper—
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Mr. CORDRAY. Yes, yes.

Mr. SHERMAN. —home improvement loan—

Mr. CORDRAY. Yes, it is.

Mr. SHERMAN. —and if you need legislation I hope that we would
work with you on this.

Studies have shown that in some geographic areas it is possible
to determine the identity of nearly 100 percent of the borrowers
using the data that lenders are required to collect and report by
the Home Mortgage Disclosure Act (HMDA). This is despite the
fact that that Act supposedly provides for anonymous data in its
final form.

The revised and greatly expanded HMDA rule is slated to be-
come effective on January 1st of next year and includes many high-
ly sensitive data points, including the borrower’s credit score. The
Bureau has stated in its final rule that it would propose a bal-
ancing test to determine which of many data points would be re-
disclosed to the public.

b What is your timeline? I realize this is another timeline question
ut—

Mr. CorDRAY. That is all right. No, it is—

Mr. SHERMAN. —some regulation for that process, and what does
the CFPB plan to protect highly sensitive consumer data, like the
borrower’s salary or their credit score, from being publicly dis-
closed?

Mr. CORDRAY. I am very well aware of that issue. It is something
we are wrestling with.

We do not want to be increasing the re-disclosure possibility for
consumers, and it is something we are working on. We are mindful
of the fact that although people would be reporting starting in Jan-
uary—and that, of course, was a mandatory rule that Congress re-
quired—we need to give guidance about the privacy aspects of this,
and we are very sensitive to it.

So I don’t have a timeframe for you, but we are well aware of
how these things fit together and the need for people to—

Mr. SHERMAN. And let me just quickly urge you to use your au-
thority to have a simpler version of many of your rules applying
to smaller financial institutions.

Mr. CORDRAY. Yes.

Mr. SHERMAN. Otherwise they are driven out of the market and
everybody has to go to Wells Fargo, and then you end up with 20
accounts.

Mr. CORDRAY. We are trying to do that where we can, and I be-
lieve that is a sentiment shared on both sides of the aisle and it
is something we hear quite a lot.

Chairman HENSARLING. The time of the gentleman has expired.

Now, pursuant to clause d(4) of committee rule three, the
gentlelady from Missouri, Mrs. Wagner, chairwoman of our Over-
sight and Investigations Subcommittee, will be recognized for an
additional 5 minutes upon the conclusion of the time allocated to
her under the 5-minute rule. The gentlelady is now recognized.

Mrs. WAGNER. Thank you, Mr. Chairman.

And, Director Cordray, thank you for appearing here today be-
fore us. I want to ask you today about the widespread failure in
consumer protection that occurred at Wells Fargo over a number
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of years regarding fraudulent sales practices in which Wells Fargo
fired 5,300 employees for opening, gosh, up to 1.5 million deposit
and credit card accounts without the customers’ knowledge or con-
sent.

Sir, despite receiving more than 140,000 pages of responsive
records from Wells Fargo, the OCC, and the CFPB, this committee
to date has seen no evidence that the CFPB had an ongoing inde-
pendent investigation relating to Wells Fargo sales practices prior
to May 8, 2015. This is 4 days after Wells Fargo informed the
CFPB that the L.A. city attorney filed a civil complaint against the
bank that same day, and over 500 days, sir, after the original arti-
cle by the L.A. Times first broke the story about fraudulent ac-
counts at Wells.

Director Cordray, there is a binder just to your right, sir. It has
a Congressional seal on it. Will you grab it please?

The binder to your right, sir. You don’t care to take the binder?

All right. It is in front of you. There are documents, sir, I am
going to be referencing. Perhaps you would like to reference them
also.

And I would like the record to reflect that the gentleman has ig-
nored the binder that Congress has put in front of him.

I will be referencing—and I would appreciate it if you would keep
your answers very, very short, sir. Simply yes or no on most of
them.

Mr. CORDRAY. I am quite familiar with the background—

Mrs. WAGNER. Sir, do you recall when you first read the Decem-
ber 2013 L.A. Times article I am referring to?

Mr. CORDRAY. I beg your pardon? Have I read that article?

Mrs. WAGNER. When did you first read the article?

Mr. COrRDRAY. I do not know when I first read that article.

Mrs. WAGNER. At the Senate Banking Committee’s hearing in
September 2016 on Wells Fargo—well let me ask you, did you read
it?

Mr. CorRDRAY. I have read that article.

Mrs. WAGNER. All right.

Mr. CorRDRAY. I don’t recall when I first read it.

Mrs. WAGNER. All right. At the Senate Banking Committee’s
hearing in September 2016 on Wells Fargo, L.A. City Attorney Mi-
chael Feuer noted in his testimony that upon reading the L.A.
Times article, he “immediately instructed his staff to investigate
the allegations.”

Do you believe that was an appropriate response? Yes or no?

Mr. CORDRAY. I believe that Mike Feuer and his team conducted
themselves—

Mrs. WAGNER. Was that an appropriate response? Yes or no?

Mr. CORDRAY. —in an exemplary fashion throughout this case.

Mrs. WAGNER. Did you also instruct your staff to immediately in-
vestigate the allegations made in the L.A. Times article after you
read it? Yes or no?

Mr. CORDRAY. Actually, we had had previous indication that
there might be problems at Wells Fargo—

Mrs. WAGNER. Did you instruct them? Yes or no?

Mr. COorRDRAY. We had two whistleblower tips earlier—
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Mrs. WAGNER. Did you instruct them? Yes or no? I will get to
that in a moment, sir. I am asking you a yes-or-no question.

Mr. CORDRAY. So it wasn’t the L.A. Times article that tipped us
off to the fact—

Mrs. WAGNER. All right. I will—

Mr. CORDRAY. —that there might be a problem.

Mrs. WAGNER. Let me reclaim my time. Did the CFPB first ini-
tiate a supervisory review of Wells Fargo branch sales practices on
May 8, 2015?

Mr. CORDRAY. No, that is not correct. That is not a correct—

Mrs. WAGNER. Exhibit one in the binder that you prefer not to
look at in front of you is a letter dated March 3, 2016—it is up here
for review, also—from Edwin Chow, an employee of yours, a CFPB
regional direct for the west region, where he indicated to Wells
Fargo that the CFPB, “initiated a supervisory review of Wells Far-
go’s branch sales practices on May 8, 2015.”

Mr. Chairman, I would like to enter this letter in the record.

Chairman HENSARLING. Without objection, it is so ordered.

Mrs. WAGNER. Are you denying that the CFPB initiated its su-
pervisory review of Wells Fargo’s branch sales practices on May 8,
2015? Yes or no?

Mr. CorDRAY. We actually had engaged in supervisory activity
prior to that time.

Mrs. WAGNER. Did the CFPB notify Wells Fargo on March 3,
2016, that the CFPB had decided to—

Mr. LyNcH. Mr. Chairman?

Mrs. WAGNER. —refer this matter to enforcement, sir?

Mr. CORDRAY. That is the key point that I want to make sure you
are clear on, okay?

Mr. LyncH. Mr. Chairman?

Mr. CORDRAY. We were engaged in—what is happening?

Mr. LYNCH. Just a point of parliamentary—

Chairman HENSARLING. The clerk will suspend.

For what purpose does the gentleman from Massachusetts seek
recognition?

Mr. LYNCH. Mr. Chairman, I am just wondering, according to the
rules, am I entitled to any of the documents that we are ques-
tioning the witness on? Because I would really like to get copies of
the documents, if I could.

Chairman HENSARLING. They will be provided to all Members.

Mr. LYyNCH. But we are doing the investigation now, and I was
just wondering if I could get copies of—if copies of the documents
halve?been provided to all the Members as is required under the
rules?

Chairman HENSARLING. Members may request copies of the doc-
uments and they will be provided to Members after the request.

Mr. LYNCH. May I make a formal request to get the documents,
please?

Chairman HENSARLING. I'm sorry, would the gentleman repeat
the question?

Mr. LYyNcH. May I get the documents then? I guess I have to ask
for them.

Chairman HENSARLING. Apparently, they are being provided to
you as we speak.



30

Mr. LYyNCcH. Thank you, Mr. Chairman. I appreciate that.

Chairman HENSARLING. The clerk will start the clock again.

The gentlelady is once again recognized.

Mrs. WAGNER. Are you denying, sir, that the CFPB initiated a
supervisory review of Wells Fargo branch sales practices on May
8, 2015? Yes or no?

Mr. CorDRAY. Well, no. A moment ago you said, “enforcement in-
vestigation,” and as I said—

Mr. Cray. Mr. Chairman—

Mr. CORDRAY. —in my introductory—

Mr. CrAY. Excuse me.

Mr. Chairman, is it possible for—

Chairman HENSARLING. The gentlelady will suspend.

For what purpose does the gentleman from Missouri seek rec-
ognition?

Mr. Cray. I would love to see these documents, too. The gentle-
woman has raised some interesting points and I think that the doc-
uments should be shared with the committee.

Mr. HUIZENGA. Mr. Chairman?

Mr. COorRDRAY. Mr. Chairman?

Ms. WATERS. Will the gentleman yield?

Mr. CORDRAY. Mr. Chairman—

Mr. Cray. I will yield.

Ms. WATERS. Mr. Chairman, why don’t we just give the docu-
ments to all the Members over here?

Chairman HENSARLING. They will be provided in a timely fash-
ion. They are not violative of any committee rules, and I think so
far what the gentlelady has alluded to is also put onto the com-
mittee screens.

The gentlelady from Missouri is recognized yet again.

Mrs. WAGNER. Can I have my time restored, Mr. Chairman,
please?

Chairman HENSARLING. The time was stopped.

Mrs. WAGNER. Did the CFPB, sir, notify Wells Fargo on March
3, 2016, that the CFPB had decided to refer this matter to enforce-
ment? Yes or no?

Mr. CORDRAY. Yes. When that happened there had been previous
work done on the matter.

Mrs. WAGNER. Okay. But you do not deny that the CFPB rep-
resented in writing that it referred this matter to enforcement on
March 3, 2016, correct?

Mr. CORDRAY. So let me clarify this for you. The letter—and I
am—

Mrs. WAGNER. Sir, my time is limited and I have a lot of ques-
tion.

Mr. CORDRAY. I understand. The letter dated March 3rd is a
point at which we decided that the matter had risen to a level
where it was no longer a supervisory matter and, in fact, had be-
come an enforcement matter.

Mrs. WAGNER. Reclaiming my time, did the CFPB refer this mat-
ter to enforcement around the same time that the L.A. city attor-
ney began settlement negotiations with Wells Fargo?

Mr. CORDRAY. Yes, but that is not when we initiated work on the
matter.
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Mrs. WAGNER. Wow. What an amazing coincidence because, in
fact, the CFPB referred this Wells Fargo matter to enforcement on
March 3rd, 2016. The L.A. city attorney referred it on March 2nd,
2016. What an amazing coincidence.

Did the CFPB, sir—

Mr. CorDRAY. These aren’t coincidences. We are in contact with
local officials—

Mrs. WAGNER. Sir, reclaiming my time—

Mr. CorDRAY. We are in contact with officials around the coun-
try—

Mrs. WAGNER. —did the CFPB first request—

Mr. CORDRAY. —and we work cooperatively with them.

Mrs. WAGNER. Director Cordray, did the CFPB first request that
Wells Fargo delay the destruction of records relating to its branch
sales practices on May 8th, 2015?

Mr. CORDRAY. I'm sorry, say that again?

Mrs. WAGNER. Did the CFPB first request that Wells Fargo delay
the destruction of records relating to its branch sales practices on
May 8th, 2015?

Mr. CorDRAY. Consistent with the fact that it had become—it
had migrated and graduated into an enforcement action, yes.

Mrs. WAGNER. I would like to enter into the record Edwin Chow’s
letter from the CFPB, Mr. Chairman, as exhibit three.

Chairman HENSARLING. Without objection, it is so ordered.

Mrs. WAGNER. Sir, so you agree. So you do not deny that the
CFPB first requested on May 8, 2015, that Wells Fargo delay the
destr}?lction of records pertaining to its branch sales practices. Yes
or no?

Mr. CORDRAY. So that is just a reminder of obligations—

Mrs. WAGNER. Is that a yes or no, sir?

Mr. CORDRAY. —that already exist under the law, so.

Mrs. WAGNER. Is that when you sent the request? Yes or no?

Mr. COorRDRAY. That is a reminder of the obligations that already
exist under the law, yes.

Mrs. WAGNER. I will take the reminder as a yes.

If this was the first time that the CFPB made this request to
Wells Fargo, then why didn’t the CFPB produce those records to
this committee, given the fact that such records would be respon-
sive to the committee’s record request of September 16, 2016,
which is exhibit five, Mr. Chairman—that is in your binder—that
I would also like to have entered into the record.

Chairman HENSARLING. Without objection, it is so ordered.

Mr. CORDRAY. So, I'm sorry, we have given you documents, and
if there are more documents that you want we are happy to work
with your staff.

Mrs. WAGNER. We have been asking for documents, as everyone
on this side of the aisle has referenced, for hundreds and hundreds
and hundreds of days, sir, and you are in woeful compliance.

Let me move on.

Mr. CorDRAY. If there are documents you don’t have, I would be
happy to try to provide them.

Mrs. WAGNER. Director Cordray, I want to stay on this measure.
Did the CFPB first request on May 8, 2015, that Wells Fargo
produce items such as sales practice policies and actions taken by
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th% bank regarding fraudulent sales practices at the bank? Yes or
no?

Mr. CoORDRAY. Those are the compelled production of docu-
ments—

Mrs. WAGNER. Yes or no, sir?

Mr. CORDRAY. —that became very significant to this investiga-
tion.

Mrs. WAGNER. Yes or no, sir?

Mr. CORDRAY. Yes.

Mrs. WAGNER. All right. Good. So you do not deny that the CFPB
first requested that Wells Fargo produce this information on May
8, 20157

Mr. CorDRAY. No. I don’t, and that is not correct. And you are
conflating things, and I don’t want you to build on that in an erro-
neous fashion.

hMrs. WAGNER. Well, let me move on then. If you are saying that
this—

Mr. CORDRAY. They are already—

Mrs. WAGNER. —isn’t the first time—

Mr. CORDRAY. No.

Mrs. WAGNER. If you are saying this isn’t the first time the
CFPB requested this information from Wells Fargo, then why
didn’t the CFPB produce those records to this committee—

Mr. COrRDRAY. Look, first—

Mrs. WAGNER. —given that such records would be responsive to
the committee’s request of September 16, 2016, which is exhibit
five that has been put in. I have a few more.

Mr. CORDRAY. First of all—

Mrs. WAGNER. Director, did the CFPB ever contact Wells Fargo
about its fraudulent branch sales practices before Wells Fargo in-
formed the CFPB on May 4, 2015? Yes or no?

Mr. CorDRAY. We had had supervisory activity prior to that time
and subsequent to that time, which ultimately resulted—

Mrs. WAGNER. I will take that as a yes. Were you aware that the
earliest correspondence between the CFPB and the Wells Fargo
that you have produced is the Edwin Chow letter of May 8, 2015?

Mr. CORDRAY. There was supervisory activity prior to that time—

Mrs. WAGNER. All right. Let’s get to that.

Mr. CORDRAY. —and subsequent to that time.

Mrs. WAGNER. Is this the earliest correspondence between the
CFPB and Wells Fargo pertaining to the bank’s sales practices?

Mr. COrRDRAY. I don’t know exactly, but—

Mrs. WAGNER. All right. Well, I will leave it at that.

Did the CFPB depose or interview only three Wells Fargo em-
ployees in connection with the fraudulent accounts scandal?

Mr. CorDRAY. The CFPB took the only depositions that occurred
in this case.

Mrs. WAGNER. Were there three? Yes or no, three?

Mr. CORDRAY. The only ones that occurred in this case—

Mrs. WAGNER. Were there three, sir?

Mr. CORDRAY. —we took them.

Mrs. WAGNER. Is that correct? That is correct then. Yes.

Wow. You tout CFPB’s investigation as both independent and
comprehensive. Director Cordray, only interviewing 3 employees for
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such widespread cases of fraudulent practices where 5,300 employ-
ees were fired does not seem very comprehensive to me, sir.

In your letter to this committee on September 23, 2016, you indi-
cate that Bureau staff first became aware of some related issues
around Wells Fargo. This was well over a year before either initi-
ating a supervisory review or containing the bank about fraudulent
practices, sir. It is most concerning.

I don’t have much time left.

Mr. CORDRAY. So, let me—

Mrs. WAGNER. No, I am going to close here, sir. And then—

Mr. CorDRAY. Okay. You don’t want to give me a chance to re-
spond? That is okay.

Mrs. WAGNER. —can yield or not.

Director Cordray, from the minimal records you have given to
this committee thus far, and based on your testimony, the only con-
clusion there is to draw regarding the Wells Fargo scandal is that
the CFPB was asleep at the wheel, Director Cordray, under your
leadership—

Mr. CORDRAY. That is not correct.

Mrs. WAGNER. —and that your investigation—

Mr. CORDRAY. That is not correct.

Mrs. WAGNER. —in this matter was far from independent and
comprehensive, sir.

You have claimed that the CFPB was created to root out this
kind of widespread consumer harm, but the L.A. Times, the OCC,
and the L.A. city attorney all got there before you did, sir. I would
encourage you—

Chairman HENSARLING. The time—

Mrs. WAGNER. —after your testimony to—

Chairman HENSARLING. The time of the gentlelady—

Mrs. WAGNER. —revise your remarks, sir.

Chairman HENSARLING. The time of the gentlelady has expired.

Mrs. WAGNER. I yield back my time.

Chairman HENSARLING. The Chair now recognizes the gentleman
from Massachusetts, Mr. Capuano.

Mr. CAPUANO. Thank you, Mr. Chairman.

Mr. Cordray, boy, they really hate you, don’t they?

Mr. CorDRAY. They don’t want to give us—

Mr. CApuANoO. I don’t know if it is you or the agency.

Mr. CORDRAY. —any credit for anything good that we do. I un-
derstand that. That is part of the game.

Mr. CAPUANO. I think I have entered the bizarro world now. We
have already had somebody call for you to get fired, call the agency
a rotting agency.

First, they complained that you enforced too much. Now we just
heard a 10-minute rant that you didn’t enforce enough.

And, bizarro of all bizarros, the people on the other side of the
aisle have now become the sole and perfect defenders of workers’
rights, women’s rights, and minority rights. Unbelievable.

We had better stay here a little longer because eventually they
are going to be in favor of the health care law and all the other
good things of America.
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Mr. Cordray, we have had many interactions, and sometimes I
disagree with you, and sometimes I disagree with the agency. And
I would love to sit here and talk about those things.

But let’s be honest: You and your agency are called here 62 times
not to have the typical oversight that is our responsibility, but to
beat the hell out of you and to try to make sure we get rid of this
agency. That is why we are here.

That being the case, a thoughtful presentation here is really not
called for. And with that, since nobody on that side of the aisle
seems to want to give you the opportunity to actually address a
misleading question based on wrong facts, I will lend you 3% min-
utes to address—

Mr. CORDRAY. All right.

Mr. CAPUANO. —you can pick a bunch. Which one of the most ri-
diculous assertions that were just made would you like to address?

Mr. CORDRAY. That is fine. And I'm sorry that the previous ques-
tioner has left the room, but—

Mr. CapuAaNO. Well, it doesn’t matter.

Mr. CORDRAY. —let me recap.

Mr. CApuaNO. They weren’t going to listen to you anyway.

Mr. CORDRAY. Maybe.

Let me recap the events. So we had the first whistleblower tips
in the middle of 2013 before the L.A. Times story, although I will
say that was a splendid piece of investigative reporting, and inves-
tigative reporting often aids government law enforcement inves-
tigations and did so here, as well as follow-up stories by the L.A.
Times.

At the time there were issues around whether employees were
being abused by the employer, whether they were being held to un-
realistic sales goals, and the like. Over time this problem migrated
into something bigger and our look at it migrated into something
bigger as the problem itself evolved.

We were engaged in supervisory activity through 2014 and in
2015, and at that point, as the Congresswoman noted, the matter
had become serious enough and clear enough that it migrated and
was graduated into an enforcement action. That is a very serious
matter and it involved taking depositions.

We didn’t need to take hundreds of depositions here. We took
three key depositions that had not been able to be taken in the
case because of evidentiary restrictions on what the L.A. city attor-
ney’s office could do. They shared with us information from other
interviews they had had. We didn’t need to duplicate that work.

We also compelled the production of documents from Wells Fargo
that were very significant to detailing and documenting, and no-
body denies this. We established it through this joint investigation,
and it is clear and no one denies that millions of accounts were
opened illegally, improperly, in the name of consumers who didn’t
know a thing about it and were often hurt by it, in terms of costing
them fees or affecting their credit reports or the like.

We worked with the L.A. city attorney’s office and brought the
OCC into a joint work with the L.A. city attorney’s office, and we
resolved the matter—not just on the basis of the boundaries of
California, which is what the L.A. city attorney could have done,
but nationwide and with broad injunctive relief that this will not
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happen again at Wells Fargo. And because it is a public enforce-
ment action and all the facts are detailed—when the Congress-
woman talks about 5,300 employees fired and millions of accounts
opened, we know that because of the public enforcement action.

That is what broke this matter open. Nobody was talking about
it before then.

That is leading to the entire industry taking a look and being
more careful about whether they are engaging in any of the same
kind of fraudulent practices toward their own customers. So this
will have cleaned this up throughout the entire industry and put
everyone on notice that this is a very serious matter; it is not to
be taken lightly. You can’t just put out these sales goals and say
you should meet them and we will turn a blind eye to how you
meet them even if it violates the law.

And if we establish that principle there will be a lot of problems
avoided in the future and a lot less work for the Consumer Bureau,
and I will be glad of it.

Mr. CApuaNO. Thank you, Mr. Director.

And with that, I am going to yield the committee back 8 seconds.

Chairman HENSARLING. The gentleman yields back.

The Chair now recognizes the gentleman from Kentucky, Mr.
Barr, chairman of our Monetary Policy and Trade Subcommittee.

Mr. BARR. Thank you, Mr. Chairman.

And, Director Cordray, in your response to my friend, Mr. Capu-
ano from Massachusetts, I think you said this is just, “part of the
game.” Well, let me tell you what is not a game.

What is not a game is your agency denying vital financial serv-
ices to servicemembers serving abroad from my commonwealth in
communicating with their families back home.

Mr. COrRDRAY. Well, we are not—

Mr. BARR. As you may know—Ilet me ask you the question.

Mr. CorDRAY. Okay.

Mr. BARR. As you may know, the Bureau has issued regulations
on international remittances. And in Kentucky we have a number
of military bases; Fort Knox, Fort Campbell, the National Guard
headquarters is located in my district. Credit unions are no longer
able to offer their members this product, and here is why—TI'll give
you a real-life story from a constituent.

Fort Knox Federal Credit Union has members all across the
world and they have discontinued offering this much-needed serv-
ice due to fear of not being compliant after 100 remittances a year.
Now, you can imagine that for this credit union it doesn’t take long
to reach 100 when you have over 85,000 members, many of whom
are deployed overseas.

Mr. CORDRAY. Yes, I see that.

Mr. BARR. When the Kentucky Credit Union contacted you about
the rule and its unintended consequences it is reported to me that
your comment was, “No, this is the intended consequence,” and
that you were not concerned about these customers—

Mr. CORDRAY. I don’t know about that statement—

Mr. BARR. —hardworking military men and women who are now
having to pay much higher fees to remit funds home to their fami-
lies because their credit union can’t comply with this onerous regu-
lation.
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| W)hy won’t you provide relief to servicemembers and their fami-
ies?

Mr. CorDRAY. We are doing a lot of great work for
servicemembers and their families, and I would be happy to detail
it if I am given a chance. In terms of remittances in particular, are
you aware of who required there to be that rule?

Mr. BARR. What I am telling you—

Mr. CorDRAY. Congress required that rule. That is in the law.
We are merely following the law and carrying it out.

Mr. BARR. Director Cordray, I will reclaim my time. The Bureau
has the discretion to provide the relief to these credit unions who
are no longer able to deal with a workable rule that would allow
these remittances and have priced these members out of their cred-
it union and, as a result, these credit unions are no longer able to
provide.

And I want you to revisit that. That is a request of you to revisit
that rule to provide relief to these servicemembers.

Mr. CorDRAY. We would have the discretion to do that if Con-
gress provided it in the law. It is not in the law, so—

Mr. BARR. No. Well, once again—

Mr. CORDRAY. —that is my problem.

Mr. BARR. Once again, I think the Bureau is taking an overly re-
strictive view of your administrative—certainly you exercise a
whole lot of discretion to take away financial services and products
from the American people. I think you could probably revisit this,
and I would love to continue that conversation, but let me move on
to another problem.

Mr. CORDRAY. We will be glad to continue that—

Mr. BARR. Another problem: In March of 2015, Director Cordray,
you testified before this committee and you said you needed data
showing that the CFPB rules related to “high-cost loans” were, in
fact, constraining the manufactured housing market.

Well, according to Home Mortgage Disclosure Act data, manufac-
tured housing loans from $50,000 to $75,000 have decreased by
about 14 percent as a result of your regulation. There is clear
data—

Mr. CORDRAY. According to data from whom?

Mr. BARR. The Home Mortgage Disclosure Act data.

Mr. CORDRAY. I'm sorry, the data from—

Mr. BARR. The government’s data. The government’s data is tell-
ing you that the manufactured housing credit is down because of
your regulations.

Why in the world, when we have an affordable housing crisis,
when many rural Americans struggling in Kentucky and elsewhere
need access to affordable housing, why don’t you provide relief to
working Americans who need access to manufactured housing cred-
it when the government’s own data is telling you that your regula-
tions are hurting low-income Americans?

Mr. CORDRAY. So, first of all, I don’t think the government data
says that. The government data doesn’t—

Mr. BARR. 14 percent.

Mr. CorDRAY. The government data doesn’t ascribe causation, so
there are a lot of reasons why this could be, but I would be happy
to follow up with your office.
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I know this is a point of particular importance to you and to
other members of the committee, and we have talked about it be-
fore and I would be glad to talk about it further.

Mr. BARR. I think we should because I think you have the discre-
tion to stop these rules that are contributing to the affordable hous-
ing crisis and making it harder for Americans, particularly in rural
areas, to afford manufactured homes.

Finally, on October 7, 2016, the Office of Advocacy of the U.S.
Small Business Administration—another government agency—sub-
mitted a comment letter to the Bureau related to your proposed
rule regarding small-dollar consumer loans. The comments pointed
out that the economic impact of the proposed rule on small entities
and consumers would be greater than what is indicated in the Bu-
reau’s analysis pursuant to the Regulatory Flexibility Act.

This is corroborated by my own constituent small businesses who
say that the SBREFA process was a joke. They went and told you
that they were going to go out of business and you ignored them.

So you have our constituents saying they are going out of busi-
ness because of your rule and another government agency saying
that that is true, and you are ignoring it.

Mr. CorDRAY. No, no, no. Not at all, Congressman. We are not
ignoring that. And the reason we have that process and hear from
everyone is to hear what they say and to process it and digest it
and analyze it.

Just because we don’t necessarily agree with every single thing
people say to us—often they are saying conflicting things so we
can’t agree with it all.

Chairman HENSARLING. The time of the gentleman has expired.

Mr. CorDRAY. I would be glad to follow up with your office on
these points if you would like, on the remittances and the manufac-
tured housing—

Chairman HENSARLING. The time of the gentleman has expired.

The Chair now recognizes the gentleman from Missouri, Mr.
Clay, ranking member of our Financial Institutions Subcommittee.

Mr. CrAY. Thank you, Mr. Chairman.

And thank you, Director, for being here.

I really don’t know where to start today. My neighbor from Mis-
souri, Mrs. Wagner, sounded as though she was sounding the
alarm, that you had done something wrong and that she was in de-
fense of Wells Fargo. Then my friend from Wisconsin, Mr. Duffy,
brings up the issue of race.

So let’s focus on race first.

I noted in your semiannual report that mortgage companies and
auto loan companies continue to charge higher interest rates to Af-
rican-American and Hispanic borrowers than to non-Hispanic,
White borrowers. In the case of PNC, $35 million has already been
recovered to the injured and given back to the injured, as well as
Ally auto loans with about $80 million in damages already recov-
ered.

And I would hope my friends on the other side of the aisle would
understand that this has a severe financial impact on African-
American and Hispanic families that prevents them from building
wealth for their family. It keeps them in a hole.
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And so I want to commend CFPB for finding these atrocities and
making these companies pay. And that is part of why you were cre-
ated, and I appreciate the job you do.

Can you speak to that and what you are finding in these indus-
tries?

Mr. CORDRAY. Sure.

Let me start just by correcting the record on one point on PNC.
The discrimination there was by National City Bank. PNC later
took them over, but they weren’t really responsible for any of that;
they actually helped us clean it up.

But the point you are making is, we think, really important. A
lot of people would like to think discrimination is a thing of the
past and it is a vestige of the past, and we have found ongoing in-
stances of discrimination, some of them significant, some of them
involving redlining, which a lot of people want to think is a practice
that went out of fashion decades ago, but we have found that it
hasn’t. And we have taken action where that was appropriate and
where the evidence demonstrates that action is needed.

And what is this about? It is about making sure that people are
treated fairly and equally in the financial marketplace where they
live so much of their lives, that they are seeking a mortgage that
they are going to be able to get credit and be charged the same in-
terest rate that they would if they had a different ethnic back-
ground or a different racial or skin color.

That is a very American principle but it requires enforcing the
law to make it happen and make it stick. And it makes people un-
comfortable.

Now, some of the law in this area is complicated. I will grant
that. We try to work through it as best we can.

The U.S. Supreme Court reinforced the validity of that law 2
years ago in the Inclusive Communities decision, and we do our
best to faithfully follow all of those decisions. But it is important
work.

Our Office of Fair Lending and Equal Opportunity does that
work on a daily basis. They have encountered obstacles at times in
doing that work, but they have been splendid in persevering and
getting justice for Americans in so many circumstances, and I am
very proud of their work.

Mr. CrAY. And I am proud of the work that you do, also.

Just out of curiosity, I noticed that you describe some of your
public meetings and community roundtables with stakeholders like
community banks and credit unions. Do you get many complaints
from the public about the creation and existence of the CFPB?
Have you gotten many of those?

Mr. CORDRAY. No, I don’t think so. We do hear—everybody comes
before us in a variety of forums, and we encourage that. And they
all have different things to say, and some of them are complimen-
tary and some of them are critical, and we try to listen to them
all.

Frankly, it is the critical things they say that are often the most
helpful because they tell us where we should think about doing
something differently. The complimentary things, of course, we love
to hear them when people are willing to say them, but that just
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means keep doing what you are doing, which is a good message,
but we don’t learn quite as much from that.

So we do try to be very accessible, and I think nobody can com-
plain about the fact that they can’t get their voice heard at the
Consumer Financial Protection Bureau, and that is the way it
should be—

Mr. CrAY. And it seems to be pretty effective. Looking at the
chart on the screen, it looks like people from all around the country
participate and bring their complaints to you.

So I see my time is up, but thank you.

Chairman HENSARLING. The time of the gentleman has expired.

The Chair now recognizes the gentleman from California, Mr.
Royce, chairman of the House Foreign Affairs Committee.

Mr. RoycE. Thank you.

Director Cordray, Mr. Luetkemeyer raised some concerns along
the same line that I have here, and one of the things in particular
that I am concerned about is the largely unchecked power that the
CFPB has to issue the civil investigative demands, or CIDs, to in-
quire about a company’s activity.

And what is unusual here, I think, is that the CFPB is not re-
quired to possess evidence of wrongdoing before initiating a probe.
And I wanted to talk to you about that.

I think he was making this argument basically: Companies de-
serve due process. They deserve the ability to appeal to a body
other than the CFPB itself, and I think companies deserve the as-
surance that the agency will objectively review any petition or set
aside or limit a CID.

In terms of my questions, I am interested in your selection proc-
ess for CIDs.

Do you look at this number of complaints that come up in the
database? Is that how you do it? And specifically, if a company has
zero complaints or has been proactively taking steps to address
concerns, would you launch an investigation under that situation?

Mr. CORDRAY. Let me just say that you just talked for a minute
and 40 seconds and I agreed with everything you said, including
that companies have a right to due process. They do under our
Constitution.

We do not open investigations where there is no evidence of
wrongdoing. That would be a waste of our time. We have limited
resources.

Mr. RoycCE. Okay. Let me explain the only reason I am going to
interject here.

Mr. CORDRAY. Yes.

Mr. RoYCE. I want to ask an additional question, but there are
examples—

Mr. CORDRAY. Yes.

Mr. ROYCE. —where you have had an investigation without com-
plaints that I am—

Mr. COrDRAY. No, no, but we would have some sort of evidence
of wrongdoing or some reasonable basis for—and—

Mr. RoYcCE. Right, but I am just explaining, without any com-
plaints—
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Mr. CORDRAY. —that can be appealed to the courts, and some
have been appealed to the courts and sometimes the courts dis-
agree. That is a check. That is fine, yes.

Mr. RoYCE. Right, but I am pointing out that you have opened
up the investigations without any complaints.

When you make the decision to initiate a probe, you refer to the
company as a “target.” Do you think that type of language creates
an adversarial posture at the outset or presumes wrongdoing on
the part of the—

Mr. CORDRAY. Actually, we changed that very early on.

Mr. ROYCE. I appreciate that you changed—

Mr. CorDRAY. We talk about companies as “subjects” because we
don’t want to prejudge.

Mr. RoYcCE. I appreciate—

Mr. CorRDRAY. And by the way, let me also say, it is important
to note, we have opened a number of investigations that we later
closed because we did not find enough basis to proceed. And so we
do that. We are willing to do that.

I tell our lawyers when that happens, “Don’t be disappointed.
You looked at it and there wasn’t anything and that is the right
outcome. Don’t feel like you have wasted your time. You did the
right thing there.”

But there has to be a reasonable basis for thinking that some-
thing is amiss before we would open an investigation at all, and
couﬁ"ts can and do check us on that if they think we didn’t get that
right.

Mr. RoYCE. Right, in your opinion, but that is, again, with zero
complaints in some of these cases.

Now, let me just go to—

Mr. CORDRAY. Yes.

Mr. ROYCE. —a company that visited my office recently—

Mr. CorDRAY. Okay.

Mr. RoYCE. —which explained that as part of the initial inquiry
in the CID process the second question they were asked was about
their annual revenue. Why is such a question relevant to the initial
inquiry, I would ask?

Mr. CORDRAY. So it could go to scope, trying to figure out how
big the problem is. If it is a small problem at a small institution
it is probably not the right expenditure of resources by the Bureau.
If it is a smaller problem at a larger institution then it can look
a lot more like a larger problem at a smaller institution. These are
just things you try to make your best judgments about.

Mr. ROYCE. I just want to explain how it seems to some smaller
institutions.

Nér.dCORDRAY. Yes, and I understand. That is not how it was in-
tended.

Mr. Royce. With all due respect, Director, let me explain how it
seems. It seems to them a little like the car mechanic in “National
Lampoon’s Vacation.” I will just give you this example as he re-
layed it to me.

Mr. CorDRAY. I have lived through those examples myself.

Mr. ROYCE. Yes, he says, you know, when Clark Griswold asks,
“How much is the bill for repair?” he responds, “How much you
got?”
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That, at least for many of these smaller companies, is the way
they view it. And we need to restore, I think, some balance or san-
ity in the process, right?

Mr. CORDRAY. Actually, sir—

Mr. ROYCE. Let me just close with this: An investigation or an
examination is not supposed to be a “gotcha” moment or a hold-up,
and I am just explaining, in terms of many companies in cases
where there were zero complaints, their feeling about the attitude
when somebody comes in and says, “You are a target.”

Mr. CORDRAY. Ten seconds? Zero complaints is one bit of evi-
dence; there may be other bits of evidence that point in a different
direction.

The other thing is sometimes when we are asking about re-
sources it is because we would limit any kind of penalty based on
their ability to repay because we don’t want to send that company
out of business.

Chairman HENSARLING. The time—

Mr. COrRDRAY. We just want—

Chairman HENSARLING. The time of the gentleman has expired.

Pursuant to clause d(4) of committee rule three, the gentleman
from Massachusetts, Mr. Lynch, will be recognized for an addi-
tional 5 minutes upon the conclusion of the time allotted to him
under the 5-minute rule. The gentleman is now recognized.

Mr. LYNCH. Thank you, Mr. Chairman.

Mr. Cordray, thank you very much for your hard work and for
your attention. Do you need a couple more seconds to finish your
thought on that? I know we were speaking when you ran out of
time.

Mr. CorDRAY. No, I don’t think so. I think Congressman Royce
and I—

Mr. LyNcH. All right.

I do want to revisit the whole Wells Fargo scenario just for a sec-
ond. According to my records, you testified before the Senate Bank-
ing Committee and your testimony was that you had received whis-
tleblower complaints regarding fraudulent accounts being opened
up. And that was in, I believe, July of 2013.

Mr. CORDRAY. Correct.

Mr. LYyNCH. And the expose written by the L.A. Times wasn’t
until December, 6 months later.

Mr. CORDRAY. And it detailed certain aspects of the situation, but
again, it’s important to understand the situation itself unfolded
gver time. There weren’t millions of accounts opened in a single

ay.

Mr. LYNCH. Right.

Mr. CorDRAY. This was a practice that started in a very limited
way and then maybe spread to other employees and then spread
through the grapevine that this is the way you can make your bo-
nuses. It became exponential over time.

And so as the problem evolved and our look at it evolved, that
is why anybody can look back and say, “You should have known
everything on day one.”

Mr. LyNcH. Right.

Mr. CorDRAY. Well, everything wasn’t even happening on day
one, so that is kind of a misplaced criticism, I think.
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Mr. LyNCcH. And there was an active effort by Wells Fargo to con-
ceal this. They had originally, if I am correct, back in 2011 fired
hundreds of employees allegedly for opening fraudulent accounts.

Mr. CORDRAY. Yes. The timing on the firings is not entirely clear.

Mr. LyNcH. Okay.

Mr. CorDRAY. There was a suggestion that there was a same
pace of firings all along. I think the firings accelerated later in the
process because the problem became greater and the awareness of
the problem became higher.

But we do not think that the company came forward in a respon-
sible way to let the regulators know about anything that they were
seeing. And as I say, some of it occurred and magnified later on.

Mr. LyNcH. And I do appreciate that it was CFPB that made
that a global settlement and—

Mr. CorDRAY. I would say that working together with our part-
ners. The L.A. city attorney’s office brought things to the table that
were critical; the OCC brought things to the table that were help-
ful; and I think the CFPB brought things to the table that were
essential in making it, as you say, a national resolution with in-
junctive relief to make sure they stopped it going forward and
didn’t just throw some money at it and then go on about their busi-
ness.

Mr. LyNcH. Okay.

I want to shift attention now to our veterans and to our
servicemembers. Ironically, President Trump, when he came into
office, put a hiring freeze on in the Federal Government, and a lot
of people don’t realize that the Federal Government is the largest
single employer of veterans in this country.

We have 632,000 veterans who work for the Federal Govern-
ment. And of those 632,000 veterans who work for the Federal Gov-
ernment, 145,000 of those veterans have a disability rating of 30
percent or greater. So I am very proud of the Federal Government’s
willingness and eagerness to hire our veterans.

Now, the problem is that with the President’s hiring freeze we
block these kids coming back from Iraq and Afghanistan from going
to work at the V.A. and DOD; DOD is the single largest depart-
ment, in terms of hiring our veterans.

So with the situation we have right now, with these young vet-
erans coming home after multiple tours of duty—I was in Camp
Leatherneck in Afghanistan a while back and I had a chance to
chat with a rifle company there, and one of the young fellows told
me that this was his seventh tour of duty.

So we have these veterans coming home after multiple tours of
duty; we have an elevated suicide rate—highly elevated suicide
rate among our returning veterans. Very tough situation. Sub-
stance abuse, and other issues.

And so what we do? What do we do to welcome our veterans
home? We put a hiring freeze at the largest employer of returning
veterans so they can’t come back and go to work.

And coming back and transitioning to civilian life, that job is
critical. That is the difference-maker.

And so when I hear Members here say that you are not doing
enough as a Federal agency to take care of our servicemembers,
and I know that I had a young veteran in my office last week try-
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ing to go to work at the Federal Government and he can’t get a
job because of the hiring freeze, it just—not only is it unfair, but
it is so hypocritical of what we are doing today.

I have a bill, H.R. 1001, that would waive the ban on hiring in
the Federal Government as respects returning veterans. Basically
what the bill would do was, as the largest employer of veterans it
would exempt any qualified veteran—and one of the veterans I had
a couple of weeks ago was a radiologist, so they have been trained
well within the military—it would allow any qualified veteran to go
to work in spite of the fact of having the President’s freeze on hir-
ing within the Federal Government.

I think it is the right thing to do, but I am still waiting for some
Republican cosponsors. I am still waiting for some Republican co-
sponsors. I have a lot of Democrats on the bill with me, but I would
love to get some Republican support because I know my brothers
and sisters across the aisle agree with me on this issue. I know
they do. I know they do. I am certain of it.

Mr. CorDRAY. Could I—

Mr. LyNcH. What I wanted you to do—and you have more than
3 minutes here—I wanted you to talk about what we are doing at
the Office of Servicemember Affairs for our military veterans and
our active military and their families. I want you to take your time.
I know you have a 25-year veteran over there, I forget his name,
who is running that Veteran Services program.

Mr. CORDRAY. Paul Kantwill.

Mr. LyncH. That is right, Paul Kantwill. And I get high remarks
on it from my veterans. I have three big V.A. hospitals in my dis-
trict; I have a ton of veterans in my area, and he gets high marks
from them.

So I would like you to talk for as long as you would like about
what you are doing on behalf of our servicemembers, our veterans,
and their families.

Mr. CorDRAY. All right. Thank you.

And by the way, first of all, that is a very powerful point you just
made about the Federal Government as an employer of veterans,
and that blocking hiring, blocks employment of veterans. I had not
heard that before. I think it is worth pressing.

The hiring freeze, which we are honoring—we have been told is
a temporary freeze. They are reconsidering what to do either later
this month or next month.

I think that is a powerful point to make in terms of returning
veterans having access to jobs, and it is true across the entire Fed-
eral Government.

So in terms of servicemembers, we do have an Office of Service-
member Affairs. That was a good idea by Congress. It is in the
statute, so we were required to do that.

We have embraced it with enthusiasm. As you know, Ms. Holly
Petraeus ran that office and set it up for the first 5 years or so.
She did an extraordinary job, and has left a legacy of helping vet-
erans—not just servicemembers, but veterans and their families
have a better understanding of financial matters and assistance
and support.

And she helped us deal with specific problems, such as people
who had change-of-duty-station orders who were not able to sell
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their home during the financial crisis were given different treat-
ment than they otherwise would have been because we intervened
and made it clear that they were in a tough situation and they
should be treated as hardship cases. That is just an example.

And the ending of the military allotment system, which had been
set up back in the 1950s or 1960s as a means of convenience to pay
your bills. Now all the banks have bill pay and so you don’t nec-
essarily need it for that purpose, but it was being used, especially
by predatory lenders, to be able to have leverage over military bor-
rowers, and it was very problematic what was happening there.

I would also say that the new head of the office, Paul Kantwill,
the person you referenced, came to us from the Pentagon, where
he had worked on some of these issues there. And he is first-rate,
and he is having us think about the entire military lifecycle and
how it fits.

And we have work that we are doing on—it is called delayed
entry, where we help servicemembers as they go into service to un-
derstand financial issues. Think about this: It is a lot of 18-, 19-
year-old kids, young men and women, leaving home for the first
time, going into the military, positioned away from home, have a
guaranteed paycheck. They are magnets for predatory lenders and
they often can get into trouble, and giving them a sort of founda-
tion before they go into the service is very important.

We are also helping transitioning veterans coming out of the
service back to civilian life, which poses enormous challenges as
well.

So we are doing a lot of good work. There was testimony from
each of the branches of the military in the Senate recently where
they talked extensively about how important the CFPB’s work was
and how helpful it was to them because they are not experts in the
area themselves.

I'm sorry, Mr. Chairman.

Chairman HENSARLING. The time of the gentleman—

Mr. CORDRAY. I have a hard time cutting myself off on this.

Chairman HENSARLING. The time of the gentleman has expired.

The Chair now recognizes the gentleman from Florida, Mr.
Posey.

Mr. Posey. Thank you very much, Mr. Chairman.

Director Cordray, the last time you were here, we discussed leg-
islation that I introduced in the past few Congresses to create an
advisory opinion process at the Bureau.

Mr. CORDRAY. Yes.

Mr. POSEY. A process which exists at many other executive agen-
cies today, it would allow companies to seek out the CFPB’s par-
ticular detailed view of a regulation and receive a response to the
inquiry to interpret the regulation.

The companies would cover the cost incurred by the Bureau by
issuing the opinions, and ultimately they would have a better un-
derstanding of how to comply with the law and serve consumers.
This bipartisan, commonsense idea that would bring certainty,
clarity, predictability, whatever you want to call it, to the super-
vision and enforcement process at the CFPB.
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Unfortunately, instead of working with me towards this goal, the
Bureau has actively sought to undermine the legislation. For exam-
ple—

Mr. CorDRAY. I don’t—

Mr. PosEY. —when asked by the Congressional Budget Office
about my proposal you claimed the Bureau would be tasked with
issuing nearly 50,000 advisory opinions over a year, and that seems
not to pass a straight—

Mr. CORDRAY. That doesn’t sound right to me, but yes.

Mr. PoSEY. And that wildly inflated number is just as absurd as
the no-action letter policy you created, which is so restrictive that
the CFPB estimated issuing only one to three letters per year.

Now, that is not an effective policy, I don’t believe, and it is a
pretense to avoid taking meaningful steps to address uncertainty
surrounding the agency.

When I questioned you about the limited policy last year you
said it was a fair line of questioning and you intended to do more
than the expected one to three letters, if you recall. You also said
that you created the no-action letter policy to, “capture the spirit
of the bill you are talking about in terms of people being able to
get their questions answered and have some clear space forward.”

It has been over a year since the no-action letter policy was final-
ized, and so the question is, how many of these letters has the Bu-
reau issued at this time?

Mr. CorDRAY. So I thank you again for digging in on this issue,
and I remember we talked about it last year and here we are this
year. And I would say we continue to struggle with it.

But let me set the framework. We actually respond to people’s
request for advice in three different ways, okay?

One is we get guidance calls all the time from people in the in-
dustry wanting to know how they can comply with this, what can
they do about that, if they have two ways in mind can they do one
rather than the other, et cetera. We field those calls, often hun-
dreds of calls per week, certainly a steady stream of calls, thou-
sands per year, and we do our best to answer those.

That is one way in which we deal with this. And you wouldn’t
want to write all those into advisory opinions because you would—
that would eat up all the time we have.

On the other end, when they raise issues to us and it becomes
clear it is a systematic issue—it is not something specific to that
institution but it is the kind question others might be wanting to
ask and might be wanting to know the answer to—we work
through rulemaking processes to amend and clarify our rules. And
we have done that numerous times. It has been not dozens but
hundreds of different issues we have addressed in that manner.

But it is clunky. It takes time; it takes resources. We do that and
we are willing to do that, but it is not always the best answer, al-
though it sometimes is a good answer. And we have some
rulemakings like that pending right now.

The in-between is what you are describing, the advisory opinion
or the no-action letter, and we have now instituted that policy. It
has been a lot harder than I would have thought to get that done
within the Bureau, and it has not yet generated a lot of demand.
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And so maybe it is not working right. I don’t know what to make
of that as it stands.

I am not hostile to advisory opinions. When I was attorney gen-
eral in Ohio we issued them under the State law, 80—

Mr. PosEy. Have any—

Mr. CORDRAY. —to 100 a year.

Mr. POsSEY. Have any requests been denied by the agency?

Mr. CorDRAY. No, I don’t believe so, although I think there are
discussions where sometimes people decide it is not the best ap-
proach, or maybe they get their questions answered informally and
they are satisfied with that, or maybe it leads to us undertaking
a rulemaking to amend our rules, so—

Mr. Posey. I have been to the website and I have tried to search
for this—

Mr. CORDRAY. Yes.

Mr. Posey. —and I can find nothing at all. So I would think
even—

Mr. CORDRAY. Yes. I would say it is—

Mr. POSEY. —if you have issues that you wanted to clarify—

Mr. CORDRAY. We haven’t—

Mr. POSEY. —you would post them on the site to save you from
the redundancy—

Mr. CORDRAY. Yes.

Mr. Posey. —of having to do it again, and also providing easily
accessible certainty.

Mr. CORDRAY. Yes. Look, I would say to you we have not yet sat-
isfactorily found that in-between. We do thousands of questions
that we answer and we do a lot of issues through rulemaking; the
in-between we have not yet—we haven’t mastered that yet.

We could perhaps use some help and working back and forth
with the Congress to try to figure that one out.

Chairman HENSARLING. The time of the gentleman has expired.
S The Chair now recognizes the gentleman from Georgia, Mr.

cott.

Mr. ScorT. Thank you, Mr. Chairman.

I just want to say, Mr. Cordray, that the first thing I want to
say is thank you. Yours is a difficult job. It is probably the most
challenging job in Washington, quite honestly.

Mr. CORDRAY. Probably not right, but—

Mr. ScorT. And I am particularly anxious to say a few words
about this job you are doing because people need to know. This is
a free enterprise system; it is a free financial system. And when
you live in a free system you are free to do good and you are free
to do bad, and that is why we need organizations and agencies like
yours in the middle there to separate the wheat from the chaff.

Now, Mr. Cordray, I want to thank also your staff who has
worked with me in my office. As you know, you and I have had
some differences, but these differences have been done in a way to
make sure that those elements, particularly of the low-income and
poor people, because they are taken advantage of by some of those
unsavory characters.

And you know, Mr. Cordray, I just love the book of Psalms. And
in that 44th Psalm it says: “Blessed is that man, all right, that
helps the poor, and the Lord will be with him in his time of trou-
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ble. The Lord will deliver him. The Lord will preserve him and
keep him alive and he will be blessed in all the Earth.”

And since I have been working with you, you and I share that
common bond of caring about the poor, and I think it is important
because we got to working together and you and the CFPB came
up with an excellent program, the safe harbor. That needs to be
known—the safe harbor for those qualified mortgages, the Q.M.s.

We also came up with the exemption that the CFPB gave for re-
mittance to those small creditors. And so I want to commend you
for that work, and it has been a joy to work with you on it.

And as I said, my deep concern is—and I have found out is
yours—that we have to make sure in this immensely complicated
and competitive financial system that the poor, that those at the
lower income, are not taken advantage of, that we give them a seat
at the table. And I appreciate you for having an open mind as I
have pursued that.

So with that in mind, let me ask you, what steps are you taking
in your rulemaking now to make sure that we are not putting an
unfair burden on those that have to serve the poor, those—because
there are so many of them. We have 70 million who are unbanked
and underbanked. So what are you doing to make sure that the
credit unions, the small banks, the—and the predatory lenders,
they serve them, pawn shop operators—what are you doing to
make sure that there that your rulemaking is not putting any un-
fair burdens on them?

Mr. CORDRAY. I thank you for those comments and for the ques-
tion.

It is pretty much a daily concern at the Bureau for how our rules
apply to community banks and credit unions, and in many cases
under our mortgage origination rules, our mortgage servicing rules,
our remittance rules, we have created thresholds that have exempt-
ed thousands of community banks and credit unions in each in-
stance because we recognize—and I agree with them when they tell
me—they can’t bear the same burden of rules as larger institutions
can, and they may not be as necessary in their cases because they
know their customers, they are rooted in the community, they are
subject to community norms. Those things are powerful. You and
I have talked about that. We know that.

So that is something that we are trying to do all the time, and
we are always open to hearing input from any of you, and these
oversight hearings are valuable in that respect, about how we can
go back and do a better job on that. Because I know what we hear
you hear, as well; and when you tell us about it that matters to
us.

The prepaid card rule is also very important in this respect be-
cause, as I said, many Americans have bank accounts, most Ameri-
cans have bank accounts, but there are many Americans who do
not and are shut out of that system, and the prepaid cards can
make all the difference in the world to them.

They can transact safely on them; they don’t have to carry cash
around. And having the basic protections there that bank account
holders have feels to me like equal justice and a very important
principle.

Chairman HENSARLING. The time of the gentleman has expired.



48

The Chair now recognizes the gentleman from North Carolina,
Mr. McHenry, vice chairman of the committee.

Mr. McHENRY. Director Cordray, are you aware of any confiden-
tial leaks from the CFPB that led to insider trading?

Mr. CORDRAY. Say that again. Am I aware of any what?

Mr. McHENRY. Are you aware of any confidential leaks from the
CFPB that have led to insider trading?

Mr. CorDRAY. I don’t believe I am aware of any, but something
that I have learned is critical to be careful about all the way back
to when I served as a law clerk on the D.C. Circuit and got our
very first—

Mr. MCHENRY. Sure, I know you are versed in this, so—

Mr. CORDRAY. Yes.

Mr. McCHENRY. —unfortunately, the committee staff has learned
of suspicious trading activity for the Navient Corporation the morn-
ing before the announcement of CFPB’s enforcement action. Are
you aware of this unusual trading activity?

Mr. CORDRAY. I am not, and if there is something, I would be
very concerned about it, so I would be glad to hear more.

Mr. McHENRY. I know you take it seriously. And so specifically
on this, you are not aware of any suspicious trading activity or
market activity connected with any CFPB enforcement actions?

Mr. CORDRAY. As far as I know, this is the first I have heard that
there might be any such concerns. But if there are concerns and
if there is some basis for it, I would like to know it and like to
know what we can do to make sure that none of that is happening.

Mr. MCHENRY. Sure, sure.

Mr. CorDRAY. We just saw the Federal Reserve Chair in Rich-
mond had to step down, I think yesterday, because of this kind of
thing. And it is not the first time these things have happened in
the Federal Government, and—

Mr. MCHENRY. So has anybody at the CFPB been investigated
for insider trading?

Mr. CORDRAY. Not that I am aware of. [ am—

Mr. McHENRY. Okay. And you would be willing to cooperate with
an investigation, obviously, if there were one?

Mr. COrRDRAY. I would. I actually thought you might be getting
at a different point, whether maybe some sort of information
leaked out somewhere and somebody else did trading, or are you
actually suggesting any CFPB employees were engaged in trading
because—

Mr. McHENRY. It is unclear at this point.

Mr. CORDRAY. —they would be barred from doing anything to af-
fect a company that was under their work or their purview. And
we have good ethics lawyers who are very zealous in this regard,
I can tell you that.

Mr. McHENRY. And so you would pledge the Bureau’s full co-
operation with the Securities and Exchange Commission, the De-
partment of Justice, and this committee if there were an investiga-
tion of these trades?

Mr. CorDRAY. I would.

Mr. McHENRY. Okay. And thank you for that.
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It is really a twofold question: one, insider trading and Bureau
employees doing that themselves; the other is the sharing of con-
fidential information.

Mr. CORDRAY. I think just any kind of trading in stocks in any
company that you were involved in doing work on or had informa-
tion about would be—that would be illegal regardless of whether
you have leaked information—

Mr. McHENRY. And I would like to yield the balance of my time
to the chairman.

Chairman HENSARLING. I thank the gentleman for yielding.

Director Cordray, I want to go—

Mr. CorDRAY. I would be glad to follow up with you offline, sir,
if there is something we should know.

Mr. McHENRY. Sure.

Chairman HENSARLING. I would like to go back and follow up on
a line of questioning by the gentleman from Michigan, Mr.
Huizenga.

My review of the records shows that there have been 181 enforce-
ment actions in the history of the Bureau. Does that sound about
right to you?

Mr. CORDRAY. I think it is closer to 200 now, but maybe depend-
ing—

Chairman HENSARLING. Approximately 200.

Mr. CORDRAY. Yes.

Chairman HENSARLING. Our review of this shows that of those
enforcement actions, four have been adjudicated, and the others
have ended in settlement agreements or consent orders. Does that
sound about right to you?

Mr. CorDRAY. Well, no. That is a partial picture because we have
a lot of matters pending in the courts and they don’t all get to final
resolution very quickly. So there are a lot of matters—

Chairman HENSARLING. Settlement agreements or consent or-
ders, I have yet to find one where the company admitted to wrong-
doing. Do you have records on consent orders or settlement agree-
ments where the company that has paid the fine has admitted to
wrongdoing?

Mr. CORDRAY. So again, I gave my perspective on this issue ear-
lier but I will state it again. We conduct an investigation. When a
matter is resolved—

Chairman HENSARLING. I understand that, but I am just asking
a simple question because I have not been able to find in any of
the settlement agreements or consent orders where there has been
an admission of guilt. And if I am reviewing the records incorrectly,
do you have records showing where the parties have admitted
guilt?

Mr. CORDRAY. Again, it is not that simple an issue. I would just
like to give you little bit of background on it, which is—

Chairman HENSARLING. Can we start with either a yes or no and
then give the perspective, Mr. Director? Do you have in your pos-
session settlement agreements or consent orders where the party
that has paid the fine has admitted to wrongdoing?

Mr. COrRDRAY. I would be happy to have my staff follow up with
your staff on that, but I will say—

Chairman HENSARLING. So you are unaware—
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Mr. CORDRAY. —when we do orders we have completed an inves-
tigation—

Chairman HENSARLING. No, I understand that, Mr. Cordray. It
is a simple question.

Mr. CORDRAY. —and we specify all the facts.

Chairman HENSARLING. You are avoiding a simple question. Ei-
ther you don’t know the answer or the answer is yes or no. Do you
have them in your possession? Because I am unaware of any.

Mr. CORDRAY. I am here at the committee. I don’t have any in
my possession, but I would be glad to follow up with your staff on
that and get you answers on that.

But I will say again, when we issue orders that is one of the
paragraphs of an order.

Chairman HENSARLING. I understand—

Mr. CORDRAY. The order details exactly—

Chairman HENSARLING. The time—

Mr. CORDRAY. —what we found in our investigation—could I just
for moment—and that stands as the law of what happened.

They can say, “Oh, I didn’t do it,” but it speaks for itself.

Chairman HENSARLING. Okay. I understand that, Mr. Director,
but that is exactly the same thing you did at accusations of gender
discrimination and racial discrimination.

Mr. CORDRAY. No, that is—

Chairman HENSARLING. The time of the gentleman has expired.

The Chair now recognizes the gentleman from Missouri, Mr.
Cleaver, ranking member of our Housing and Insurance Sub-
committee.

Mr. CLEAVER. Thank you, Mr. Chairman.

Thank you for being here, Mr. Cordray. I also want to express
here that the rural definitions were, in fact, changed and Marshall,
Missouri, the three Houston banks that were—that came to me
complaining, are, of course, very appreciative. I actually have a let-
ter from the president of the bank expressing appreciation for that
rule change.

But let me talk about FinTech, the financial technologies. We are
not going to be able to hold back progress that is going to happen,
and there is nothing that we can do and perhaps there is nothing
we should try to do.

The problem, of course, is that with each new technology we have
new challenges. And studies are showing that algorithms are not
necessarily unbiased, that they can be biased.

And so, as small businesses are trying to get these online loans
through FinTech, is there something that the Consumer Protection
Bureau can do to assure that these algorithms are not used exclu-
sively to the detriment of minorities?

Mr. CORDRAY. So it is an excellent question, and I know we just
had an exchange of correspondence on this.

Let me first go to your first point, though, because you made the
point that the rural definition issues did get cleared up.

Mr. CLEAVER. Yes.

Mr. CorDRAY. And maybe it took longer than it should and
maybe we were too narrow to begin with, but we listened and we
worked with the Congress on it and we got it fixed. And if people
are still having any concern about that rural definition, I would be
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glad to hear it or to deal with any particular institutions, because
I think it is now in pretty solid fashion, and I would thank the
Congress because your intervention mattered on that.

As to the FinTech issues that you are raising, we have just put
out a request for information because we are very interested in
these issues around the data that is used to underwrite loans, and
there are some new opportunities to look at different data. We are
not imprisoned within the narrow lines of the old credit reporting
system, which often was kind of clunky and only—like it only
counted, your housing if you had a mortgage because then that was
a loan and it was “credit.” But if you paid rent faithfully for 20
years they gave you no credit at all for that on your credit report,
so it was like you didn’t exist. That doesn’t feel like the right an-
swer.

The algorithms that are being used and other methods that are
being used now pose risks. They also create opportunity, and we
have put out a request for information to hear from all sides. I
think that is open until—I can’t remember. There are two that are
open and this one may be open until May.

We want to hear what the risks are, the same kind of issues you
raised with us, how they can be mitigated, and we also want to
think about whether this might open up the credit box for more
Americans. We did a report—a very notable report that got a lot
of interest—on the fact that there are 45 million Americans who
are essentially credit-invisible. They either don’t have enough in
their credit file to offer them any credit or it has maybe been inac-
tive too long—45 million Americans are shut out of the credit sys-
tem and they can’t get loans, and they can’t have opportunity from
loans. That is a bad thing.

We are in favor of access to credit, access to sound credit, and
the issue here is whether there are other ways to look at other data
and underwrite these loans so that more people could—and many
of them are in minority communities or disadvantaged commu-
nities—that they could be really understood more fully to be good
credit risks. At the same time, that could pose risk and we want
to be careful about that.

So I think we are embarked on an inquiry of exactly the kind
that I think you are interested in and we will be glad to keep you
posted on that as we go. We either have just heard or are going
to hear a lot from people by mid-May, and then that is going to
spawn further conversations and possible actions, I would guess,
depending on what we hear.

Mr. CLEAVER. You probably won’t have time to respond to this,
but I am becoming increasingly concerned looking at these young
people out here behind you in the green shirts. They look college-
age and we are having a problem that I think is going to eventu-
ally explode.

Right now there is $1.3 billion in defaults.

Mr. CORDRAY. Yes, yes.

Mr. CLEAVER. I don’t have time to go any further, but it is a big
problem. We have over 3,000 student loans defaulting every day.
That is one every 28 seconds. Thank you.

Mr. Ross [presiding]. The gentleman’s time has expired.

Would you like to respond?
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Mr. CORDRAY. Just 10 seconds.

Mr. Ross. Absolutely.

Mr. COorRDRAY. We hope to work with the new Administration’s
Department of Education, just as we had worked with the prior Ad-
ministration’s Department of Education on those issues, and we are
open to having further productive dialogue and action around that
problem. It is a significant problem.

And it is not just young people. We did a report. Many older
Americans actually owe student loans, either for their children or
grandchildren, and it is a broadening concern throughout our soci-
ety.

Mr. Ross. Thank you, Director.

The Chair now recognizes the gentleman from Illinois, Mr.
Hultgren, for 5 minutes.

Mr. HULTGREN. Thank you, Mr. Chairman.

And thank you, Director, for being here.

I want to follow up on my friend’s comment on bipartisan work,
just to get your thoughts on student loans and specifically student
loan disclosure. To your knowledge, is there any other form of con-
sumer loan other than Federal student loans, a consumer loan that
is not required to disclose the annual percentage rate before
issuance?

Mr. CORDRAY. So you are asking if there are any other loans—

Mr. HULTGREN. Consumer loans, yes, that don’t disclose annual
percentage rate before issuance?

Mr. CorDRAY. I think that is typically required by statute under
the Truth in Lending Act for most loans. There may be some excep-
tions or exemptions here and there so I don’t want to be categor-
ical, but that is—

Mr. HULTGREN. Yes. Again, something that we are doing in a bi-
partisan way is—and I would ask, would you agree that all bor-
rowers of student loans, including those issued by the Federal Gov-
ernment, would benefit from the disclosure of the annual percent-
age rate when making the decision to assume student loan debt?

Mr. CORDRAY. People have different views on that. I will just say
it is typically required by statute. But when we did testing with
consumers on the APR on our Know Before You Owe forms, con-
sumers were quite confused by that.

Mr. HULTGREN. Let me move on to my next thing. And we agree
in a bipartisan way, many of us, that it is helpful. Transparency
is important and there is a problem there.

Mr. CORDRAY. Yes, I am just—

Mr. HULTGREN. Let me move onto something else—

Mr. CORDRAY. —not everybody agrees—

Mr. HULTGREN. Mr. Director, in past hearings in the committee,
staff reports we have alleged that the true purpose of your indirect
auto activities was to regulate auto dealer compensation, over
which you have no jurisdiction under the Dodd-Frank Act. The
Canilpbell-Brownback Amendment could not have been more clear
on that.

You have always testified to the effect of saying that you are only
addressing lenders and that you are careful not to step over that
line, but we now know that—

Mr. CorRDRAY. Yes. That is right.
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Mr. HULTGREN. —answer is hogwash.

Mr. CORDRAY. No, no—

Mr. HULTGREN. You may ask, how do we know this? And, well,
because we have your documents, Mr. Director.

I want to enter into the record a document dated July 9, 2012,
entitled, “Notes from the Auto Finance Discrimination Working
Group (‘AFDWG’) Attended on Behalf of NonBank Supervision by
Kali Bracey.” Mr. Director, this document—

Mr. Ross. Without objection, it is so ordered.

Mr. HULTGREN. —has not been previously released by this com-
mittee. It contains a detailed summary of the second ever meeting
of a special working group put together to discuss Direct Auto. Ac-
cording to this document, the working group was chaired by Patrice
Ficklin and Rick Hackett.

The document describes the Bureau’s preliminary research ef-
forts, and then comes the smoking gun. The document says, “To
figure out what to do to prevent disparate impact the thought is
that we should eliminate dealer markup.”

So, Mr. Director, there you have it. Notwithstanding your prior
testimony, the operating theory behind all of your agency’s indirect
auto efforts from the beginning has been to “eliminate dealer mark-
up.” Mr. Director, aren’t you alarmed that your agency planned to
regulate dealer compensation in clear violation of the law?

Mr. CorDRAY. No, no. I think there are several things that aren’t
correct about that account, okay? First of all, when you are refer-
ring to a document from 5 years ago, I am not familiar with it off-
hand, but I will say this—

Mr. HULTGREN. We will make sure you get—

Mr. CORDRAY. —we have never—

Mr. HULTGREN. It is from your office.

Mr. CorDRAY. We have never taken any enforcement or super-
visory activity against any dealership unless they were buy-here-
pay-here, which is within our jurisdiction. We have been very care-
ful to observe that line.

But we do have responsibility over auto lenders, and we had the
dilemma of how to deal with that responsibility when, in fact, they
and dealers often work together in making the loans.

Mr. HULTGREN. Well, that is not what this document says. Again,
it says, the intent here—

Mr. CORDRAY. No, it says—

Mr. HULTGREN. Let me keep moving on. I only have a minute-
and-a-half left.

Mr. CORDRAY. If I could—

Mr. HULTGREN. Other people have 10 minutes; I have 5 minutes.

According to the other Bureau documents, on May 20, 2013, you
held a meeting with your senior staff in preparation for which a
briefing memorandum was circulated stating the meeting’s purpose
was to, “continue discussion around a market-tipping settlement
that would resolve the discriminatory practices caused by dealer
markup by eliminating markup at many major automotive deal-
ers.”

Do you recall this memorandum?

Mr. CORDRAY. I don’t offhand, but that would refer to dealer
markup as part of lenders lending—
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Mr. HULTGREN. Again, we will provide that to your staff. And we
actually did provide it to your stuff ahead of the hearing to help
you refresh your recollection. We also released it publicly as part
of our staff report in 2015.

Mr. CORDRAY. Yes.

Mr. HULTGREN. At the time, your Bureau was pursuing a consent
order with Ally. Isn’t that right?

Mr. CorDRAY. We did pursue and conclude a consent order with
Ally. T am not sure exactly what timeframe you are referring to.

Mr. HULTGREN. Your own Bureau documents say that you were,
on October 7, 2013, a draft decision memorandum states that your
Bureau sent Ally a proposed action response request letter inform-
ing the company that an enforcement—

Mr. CORDRAY. I don’t dispute that.

Mr. HULTGREN. —action was likely on January 15, 2013.

Director Cordray, your Bureau reached its indirect auto lending
settlement with Ally at a time when it had an unprecedented lever-
age over Ally. At the time, Ally had an application pending before
the Federal Reserve for status as a financial holding company.

The CFPB sent notice of its intent to bring an enforcement action
against Ally on January 15, 2013. Ally would have to divest its in-
surance and used-car remarketing operations if the Federal Re-
serve did not approve its application for holding company status by
December 24, 2013.

At the same time, the FDIC was conducting a Community Rein-
vestment Act review of Ally. Your staff drafted the decision memo-
randum dated October 7, 2013, showing that your Bureau was fully
aware of the implications of this.

I think there are real problems here. Again, using authority at
a time to force auto dealers and to push an agenda.

My time is about to expire. I yield back.

Mr. CoOrDRAY. If I could? Can I?

Mr. Ross. Please.

Mr. CORDRAY. Okay.

Mr. Ross. Briefly.

Mr. CorDRAY. When we bring an action we always hope to re-
solve it on appropriate terms. Sometimes the institution is not will-
ing to resolve it and sometimes they are.

That is up to them. That is a choice they make. That was a deci-
sion that they made.

It is not a decision that affected—that involved dealerships. We
have never brought an action against dealerships that are not buy-
here-pay-here; that is not within our jurisdiction. It is the case—
it is an unfortunate thing in this market—that lender programs
and dealer programs kind of intersect and you can’t—

Mr. HULTGREN. What bothers me is that—it is stated—and using
power to force—

Mr. Ross. The gentleman’s time has expired.

4 (11\/11". CORDRAY. I don’t think that is what we did. Not what we
id.

Mr. Ross. The gentleman’s time has expired.

The Chair recognizes the gentleman from Illinois, Mr. Foster, for
5 minutes.

Mr. FOSTER. Thank you.
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And thank you for appearing today, Director Cordray. It has
been too long since you have been before this committee.

Mr. CORDRAY. I missed you, too.

Mr. FosTER. Thank you. I was on the Financial Services Com-
mittee both during the financial collapse at the end of the Bush
Administration and the regulatory response, the Dodd-Frank bill,
to ensure that families in America never had to undergo this sort
of catastrophe again.

The catastrophe was caused by the simultaneous collapse of all

three legs of our financial system: the collapse of Republican mone-
tary policy; Republican fiscal policy; and Republican regulatory pol-
icy.
And if you look more closely at the regulatory failures that led
to this, there were really two parts. The Wall Street collapse was
driven by largely inadequate bank capital requirements and huge
off-balance sheets, unregulated driven exposures. But more impor-
tant to the middle class was the part that was driven by inad-
equate consumer protection that drove a housing bubble that
decapitalized the middle class and injected trillions of dollars of
questionable mortgages into our financial system and ultimately
destabilized it.

As a result of that, the average American family lost over
$100,000 and millions of Americans lost their jobs.

During the debate over the Dodd-Frank Act we considered
whether the agency should be headed by a single director or be a
commission, and obviously that debate continues both in the courts
and perhaps in legislation.

But no matter how this debate turns out, there should be no de-
bate that the CFPB has been just a tremendous victory for the
American consumer and a victory for the long-term financial sta-
bility of this country.

And a previous questioner brought up your work on FinTech,
which was—I had intended to make the main line of my ques-
tioning. And I just want to comment that that is government regu-
lation at its best when you are looking around the corner at future
threats that will destabilize the financial system in the U.S. and
future threats to consumer safety.

And so the fact that you are looking ahead of the curve on that,
I think, is just an indication of the high quality of the operation
that you have set up. So I thank you for that.

There has been a lot of discussion in the previous questioning
about rural and community banks, and small community banks are
under stress. And I think that it is important that we not mistake
the financial stress that small-town America has been under for
decades and, frankly, is likely to continue. It is due to fundamental,
long-term economic trends and it breaks my heart, and I don’t
know an easy solution.

But we should not confuse the stress of small-town American
and—with—and the stress of small financial institutions with the
need to adequately regulate them, that just as much damage is
done to someone in a rural area where—when they are subject to
financial abuse.

And I didn’t see a big difference when they displayed the number
of complaints you have had from rural States to urban States. I
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think that you get a comparable number of complaints per person
from either area, and I think that you have to keep your eyes open
in both, so thank you for that.

There is a trend that has been important in trying to ensure the
survival of small community banks, for which there is a lot of sup-
port on both sides of the isle, and that is because of the economies
of scale for things like cyber defense and everything else, small
community banks are more and more using third-party data—back-
office data systems.

And this provides an opportunity to really lessen the burden of
regulation on them when the data can be extracted in a standard-
ized way from the third-party data vendors directly. And there are
two things. I have heard, actually, from some of the State-regu-
lated banks that there are difficulties in the data-sharing between
Federal and State regulators that cause some duplicity—not duplic-
ity, but duplication of inspections.

And so this is something where I think some positive improve-
ment can be made to take advantage of those economies of scale.
And I was wondering, have you started to experiment using direct
data extraction so that the compliance can be verified using the
third-party vendors? And is that a promising avenue for lessening
the regulatory burden on us?

Mr. CORDRAY. I think it is. And we have started to put even
more emphasis on technology in our examination processes.

We also collaborate closely with the Conference of State Bank
Supervisors and we have a very productive relationship with them.
They are very helpful to us and we try to be very helpful to them,
and we try to share a lot of information.

So to the extent that was true in the past, I think it is less true
now that we have any difficulties in sharing information.

I think Federal-State has been a problem area in the past. I
know it from the State Government side before.

But what I would say is we are also now starting to look directly
at some of these large technology service providers to the banks
and credit unions, understanding that going to look at the bank or
credit union may be less useful than looking at back-office oper-
ations that supply the same function for hundreds or even thou-
sands of institutions, and if we can make sure that they get it right
then it is that much easier for the bank or credit union to know
that they are getting it right, and that becomes a technology issue.

Mr. Ross. The gentleman’s time has expired.

I now recognize myself for 5 minutes.

Mr. Director, one of the things that I think is impressive about
financial regulations in our country has been the State-based sys-
tem of insurance regulation. With regard to capital requirements,
with regard to rate-making, and with regard to consumer protec-
tions, our State-based system of regulation over insurance has been
somewhat successful, and I would say probably a model throughout
the world.

Would you agree that under Dodd-Frank the CFPB has no juris-
diction over the business of insurance?

Mr. CorDRAY. Correct. As a basic matter, mortgage insurance
within the mortgage market can be relevant but—
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Mr. Ross. And specifically with regard to the proposed arbitra-
tion rule, which seeks to broaden the scope to take in life insurance
policies to require arbitration with regard to the extension of credit
on whole life policies, is that not a little bit over-reaching?

Mr. CORDRAY. I think if we were trying to dictate something for
the life insurance industry, that would be over-reaching and—

Mr. Ross. Because actually the contract of insurance is in and
of itself the policy. Without the contract there would be no insur-
ance; without the collateral, the cash value, there would be no loan,
and any loan taken against it would be really just offset from the
proceeds of the insurance.

Mr. CORDRAY. I may not be capturing all of the nuances, but I
do generally agree with you. Insurance is typically regulated at the
State level and it is outside the preview of the CFPB by a specific
exception.

Mr. Ross. And so you would agree, then, that the proposed arbi-
tration rule would not apply to the scope of life insurance policies?

Mr. CORDRAY. As a general matter, I think that is right. Whether
there is some sort of corner issues here I am not entirely sure, but
I think that is right.

Mr. Ross. And are you aware of anything else going on within
the CFPB to regulate insurance products whatsoever?

Mr. CORDRAY. Again, mortgage insurance, when it is caught up
as part of the mortgage transaction, there are some issues there
around disclosures and the like. I believe, in fact, the PHH case
has to do with the captive reinsurance program that we believe vio-
lated the RESPA statute. And, of course, the company disagrees,
and that is in front of the courts and the courts will decide it.

Mr. Ross. Let me change—

Mr. CORDRAY. But basic insurance is not part of our—

Mr. Ross. Right.

Mr. CORDRAY. It is in some countries; it is not in the United
States.

Mr. Ross. Not. And therefore, the CFPB should really not par-
ticipate in that—

Mr. CORDRAY. And if you have—if there are issues you are hear-
ing about that we should know about, feel—

Mr. Ross. You got it.

Mr. CORDRAY. Feel free to have—

Mr. Ross. You will be the first.

Mr. CORDRAY. Yes.

Mr. Ross. Let me ask you with something with regard to payday
lending. This has been an industry that has been, again, regulated
predominately by some States. Some States regulate it; some
States outlaw it.

Mr. CORDRAY. Yes.

Mr. Ross. Some States just don’t have any regulation on it at all.
And yet, you have a proposed rule, and I think to date you have
received over 1,334,000 comments—

Mr. CORDRAY. Sounds about right.

Mr. Ross. —and I think 600,000 have come from Florida.

When do you anticipate the rule to be released and implemented?

Mr. CorDRAY. I don’t know. I can’t tell you.



58

As you just described it, digesting and analyzing those comments
is a big job and they are supposed to influence what we would
think about the rulemaking, and they will.

Mr. Ross. My concern is that if this essentially annihilates this
particular supply of credit that is being used by millions of Ameri-
cans every day, what is the recourse?

And specifically, here is a comment made, sent to Monica Jack-
son, Office of Executive Secretary, from a lady in Florida, a Ms.
Pritchard from Leesburg, Florida. And she says, “I am a single par-
ent and lately there have been issues with my child support pay-
ments posting to my card on time. Unfortunately, my kids still
have to eat and whatever necessities they are in need of.

“The cash advance is a big help to me. I can only borrow what
I can pay back and I have a steady job. If these new laws take
place this would place me in a financial hardship, and my credit
is poor so I can’t get a loan through a bank or other lender. Please
don’t punish us with these changes.”

How would you respond to Ms. Pritchard if the payday lending
industry was eliminated by way of rule?

Mr. CORDRAY. Yes. And, by the way, I have had a number of
these discussions with your banking supervisor from Florida, Drew
Breakspear, who is a very capable—

Mr. Ross. Very good man, yes. I agree.

Mr. CORDRAY. —a strong regulator. And essentially—

Mr. Ross. She has to have a—

Mr. CORDRAY. Yes, I know.

er. Ross. This is a demand-driven industry that requires a sup-
ply.

Mr. CorDRAY. Understood.

The proposal here was an effort—and we may not have gotten it
right, and this is something we are thinking about in light of com-
ments—to make sure that people could get access to a loan when
they need it, but that they wouldn’t get trapped into this cycle of
8, 10, or 12 loans—

Mr. Ross. I agree, and I think Florida has been a good example
of that. But then again, if the rule effectively eliminates this par-
ticular industry, where else do they go?

If they can’t go to a bank, do they go online? Do they go over-
seas? Do they go to a loan shark?

We are not eliminating the demand, and I think that is what we
have to be very compassionate about.

Mr. COrRDRAY. You are absolutely right on that. It is an abso-
lutely fair and very good question.

And again, a notable point here is there are 14 States in which
these particular kinds of loans are outlawed. That is not something
the Bureau is proposing to do, but it is true of 14 States, tens of
millions of Americans, and there are other credit products that
they access, including pawn loans or including credit card loans,
advances, or other things. And there does not seem to be any par-
ticular harm to those consumers in those areas and they avoid that
prolonged debt trap.

These are the kind of hard issues that have brought us to this—

Mr. Ross. I agree. And again, I ask you just to take a look—

Mr. CORDRAY. Yes.
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Mr. Ross. —at the State of Florida. I think it has done a very
good job as a State regulator in that industry.

My time has expired.

The Chair now recognizes the gentleman from Maryland, Mr.
Delaney, for 5 minutes.

Mr. DELANEY. Thank you, Mr. Chairman.

And thank you, Director Cordray, for your exceptional public
service. The job you have done across the last several years has
been a very difficult job, considering some of the opposition you
have received, obviously, and considering the scale of the under-
taking you had to assume.

But it has been a very important job, and I think you have done
it to a remarkably high standard, and I applaud you. I hope you
do stay on, but if that doesn’t happen I am sure you will be incred-
ibly successful in whatever field of endeavor you choose in the fu-
ture. So I just wanted to start by thanking you for your service.

Mr. CorDRAY. That is very kind.

Let me just say, the so-called opposition doesn’t bother me. I al-
ways hope that I can be persuasive and we can see eye to eye and
find common ground—

Mr.dDELANEY. And you seem run at criticism, which I think is
a good—

Mr. CorDRAY. That is all right. That is okay. Criticism is fine be-
cause criticism we can learn from, and I try to do that.

Mr. DELANEY. And they—

Mr. CORDRAY. It is a hard job because there are all these mar-
kets and all this—all these difficult issues and—

Mr. DELANEY. And you have had to stand up this agency.

Mr. CORDRAY. —many of the—many of your colleagues have
raised today, so—

Mr. DELANEY. And you have had to stand up to this agency,
which I applaud you, too, because I think the work of the agency
has been terrific.

I wanted to kind of ask you about kind of a more of a kind of
a pure public policy question, which is one area that I have worked
on is trying to create nonprofit financial institutions, nonprofit
banks, which are not technically allowed under banking regulations
right now because banks—and you can understand why regulators
feel this way; they would like to see banks make a profit because
tl;)zilt contributes to capital and makes them safer and more sustain-
able.

But it seems to me in some of these markets that have been un-
derserved by traditional financial services, where unfortunately
consumers or citizens in those markets really do have to turn to
some of these financial products that we know really entrap
them—very high rates and things that they can’t get off of—that
if we could create a mechanism for philanthropists, many of which
want to invest in these communities, and they do substantially—
they do it through investing in low-income housing; they do it
through financial literacy programs; they do it through a whole va-
riety of ways where they are trying to actually help some of these
people who have largely been left behind.

But at the center of anyone’s kind of normal financial life is a
bank. And so many of these people are unbanked.
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And it seems to me if we could create banking institutions that
had a nonprofit charter that had a revenue model—in other words,
they charge interest and fees, normal kind of levels—but that their
operations were further supported by philanthropic dollars prob-
ably coming from that community so that they could add that layer
of financial literacy, so that they could go into markets where the
cross-sell opportunities aren’t available to make the business model
work, that that would actually create an alternative for these citi-
zens in some of these markets.

But they can’t do it right now. They have to work around it.

There have been some efforts to do it. It has been very, very
hard.

So I am just interested in your thoughts on, as a matter of public
policy, do you think this is an interesting direction for us to be
thinking about? Because I want to not only think about appropriate
regulations to rein in, but also stimulating more appropriate, pru-
dent, fair financial services in some of these communities that des-
perately need them.

Mr. CORDRAY. Yes, it is an interesting question. And I know from
your background you have an unusually sophisticated perspective
on these kinds of issues, and we do not deal with the setting up
or the licensing or the structure of banks—

Mr. DELANEY. Right. That is why it is more of a question of pol-
icy.

Mr. CORDRAY. But we do deal with the credit unions, which are
nonprofit financial institutions, and they do tremendous good work
across this country on behalf of their members and often in rural
communities. And then we have the CDFIs, which have a par-
ticular focus more along the lines of what you describe, and they
do tremendously good work if they get support and have the sup-
}p;oi"tftlllat they need. And I would say that those things are very

elpful.

We also have been trying to think about in these markets—and
it goes to the questions Congressman Scott was asking earlier
about what about those who are shut out of the banking system or
shut out of the credit system? How can we provide access for them?
Is it possible to do that on a responsible basis?

And the prepaid cards and accounts are one way if they have the
right protections. That is important.

And also, I would say that safe accounts at banks and credit
unions that don’t necessarily involve overdraft or that kind of risk.
Many banks and credit unions are offering those accounts and they
are getting a lot of take-up, especially among millennials who are
worried about these kinds of fees and things that surprise them.

So anyway, it is an ongoing problem in America: How do you
open more opportunity in more places where people don’t nec-
essarily share in the same opportunities as others? We don’t like
to think our lives are bounded by our zip code that we come from,
whether in education or anything else.

And if there are ways that we can help on that, we want to do
so. We are glad to work with both sides of the aisle on those kinds
of issues.

And your idea might be a good one. I just don’t know enough to
say one way or the other.
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Chairman HENSARLING. The time—

Mr. DELANEY. Thank you again, Director.

Chairman HENSARLING. The time of the gentleman has expired.

The Chair now recognizes the gentleman from North Carolina,
Mr. Pittenger.

Mr. PITTENGER. Thank you, Mr. Chairman.

Director Cordray, good afternoon.

Director Cordray, I come as one who is here to—

Mr. CorDRAY. Congratulations on the national championship, by
the way.

Mr. PITTENGER. Yes, sir. Thank you. I had my Carolina towel on
yesterday. It was a great day.

But I come as one who has his responsibilities in oversight
through Article One. I have my responsibilities to the taxpayers of
my district and this country. And knowing that, I realize that your
appointment as Director, given through the Dodd Frank Act, gives
you really unlimited power and basically unchecked. You are not
responsible to us except to come twice a year for a few hours to—

Mr. CORDRAY. I take that very seriously.

Mr. PITTENGER. Thank you. And I—

Mr. CORDRAY. And hope you see that.

Mr. PITTENGER. —I am glad that you do. But essentially, you get
your budget from the Fed—your funding. There is really no budget.

And there is essentially no accountability. The President can’t
fire you except for some egregious fraud or abuse.

So in that context, I would like to ask you a few questions.

Mr. CorDRAY. Okay.

Mr. PITTENGER. The GAO conducted a study recently of the ad-
vertising and public relations funds that were spent by the various
agencies in the government. Maybe it is known by you, but the
CFPB won. You were the big winner in terms of percentage overall
spent from your budget.

Mr. CORDRAY. I'm sorry, spending on what?

Mr. PITTENGER. On advertising and public relations.

Mr. CorDRAY. Okay. All right.

Mr. PITTENGER. Yes, sir.

And this is an amount that equaled about 2.5 percent, a very sig-
nificant amount of money. And there was no other agency that
came close to you. In fact, you were greater than the Department
of Defense.

I guess I would like to ask you, do you feel like the mission of
your agency is more important than the Department of Defense,
whose objective, of course, is to recruit—

Mr. COrRDRAY. No, I certainly don’t. I certainly don’t think so.

Mr. PITTENGER. So you would—

Mr. CORDRAY. And by the way, we read that report differently.
It pointed out that there are 10 agencies of the Federal Govern-
ment that do 95 percent of the advertising of the Federal Govern-
ment, and we are not one of those.

We do devote a small percentage of our budget—

Mr. PITTENGER. The ones studied, sir—

Mr. CORDRAY. —to marketing.
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Mr. PITTENGER. —I must say—Ilet me claim my time. The ones
that were studied showed that you spent more than any other
agency. Now, point of fact there.

Mr. CORDRAY. Depending on how you—

Mr. PITTENGER. Your budget had $20 million for advertising that
went to one firm, GMMB. This is a well-known, progressive adver-
tising firm with close ties to the Obama Administration, and then
Clinton came—

Mr. COrRDRAY. I don’t know anything about that.

Mr. PITTENGER. —Jim Margolis. He was a senior partner for the
GMMB and served as senior advisor for President Obama and sen-
ior immediate advisor for the Clinton campaign in 2016.

Mr. CORDRAY. So—

Mr. PITTENGER. In that context, do you—

Mr. CorDRAY. I don’t—

Mr. PITTENGER. —do you feel like—

Mr. CoOrDRAY. I don’t have anything to do with making those
awards. That is done through competitive bidding and through the
proper processes—

Mr. PITTENGER. It just happened that the—

Mr. CORDRAY. —and we get scrubbed regularly by the 1.G. and
GAO on those processes.

Mr. PITTENGER. That is about 3 percent of your budget. Your ad-
vertising budget was $20 million. It is a huge amount that just
happened to be—

Mr. CORDRAY. No, it was less than that.

Mr. PITTENGER. —that you were aligned with a very progressive,
known group. Does this reflect that you are biased, or does it really
mean that your message is fundamentally progressive and Demo-
crat activists are really the best ones to carry the message?

Mr. CorDRAY. I didn’t know anything about that until I read ar-
ticles making that point. Again, these are awarded competitively.
I don’t even know who these people are.

I am not trying to make an award to some crony or something,
if that is the implication. I just think, if you look around, almost
all the contracts of the Federal Government may have—they
helped someone or other. I don’t know who they are.

We do competitive bidding. I—

Mr. PITTENGER. Sir, there are a lot of things—

Mr. CORDRAY. —pretty much stay out of those things.

Mr. PITTENGER. —today that you have not been familiar with
that we have brought to your attention many times, so I guess we
have to take that in balance.

So your budget, you spend double of what any other agency
spends on advertising. This is a record that we have. And a sub-
stantial portion of this, of course, goes, as I said, to one firm.

Do you feel like that there is any impropriety in this?

Mr. CorDRAY. I think that marketing is consistent with our stat-
utory mandate to make tools and resources available to Americans,
which can only happen if they are aware of them. We do precious
little of it compared to what the private sector does—
hMr. PITTENGER. Do you understand the perception that is out
there—

Mr. CORDRAY. —in terms of advertising products.
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Mr. PITTENGER. —in the marketplace and the concerns that we
have in terms of the alignments with progressive groups that are
very outspoken progressive groups that would be—

Mr. CORDRAY. Look—

Mr. PITTENGER. —your support for—

Mr. COrRDRAY. What I would say—we actually are—

Mr. PITTENGER. It is consistent with—

Mr. CORDRAY. —we are a smaller contracting agency than most,
but you could look across all of our contracts and you could look
and see who they are, and you might get—I don’t know what the
picture would be. I honestly don’t know what the picture would be.

We are just trying to do our job as best we can. We are not trying
to reward people—

Mr. PITTENGER. I hear that more times—

Mr. CORDRAY. —or do favors for people.

Chairman HENSARLING. The time of the—

Mr. CORDRAY. It is just not what we are about.

Chairman HENSARLING. The time of the gentleman has expired.

The Chair now recognizes the gentleman from Texas, Mr. Green.

Mr. GREEN. Thank you, Mr. Chairman.

Thank you for appearing, Mr. Cordray. And I would remind per-
sons that you are the first and only agency with a single mission
of protecting consumers.

You are it. There is nothing like you in the United States. When
I say “you,” I mean the agency itself.

Mr. CorDRAY. I think both sides of the aisle could agree that
there is nothing like us in the United States perhaps, yes.

Mr. GREEN. And some of us would be grateful that you exist.
There may be others who would differ.

But you are the only agency with this purpose, and you have suc-
ceeded. The empirical evidence indicates that you have succeeded:
billions of dollars returned to consumers—by one estimate, $12 bil-
lion or more; millions of complaints having been filed, but you have
had over a million complaints that you have processed one way or
another.

And as I listen to my colleagues, one might think that you are
the culprit, that you are the entity that ought to be persecuted and
possibly prosecuted.

Let’s talk about Wells Fargo, for example. It was Wells Fargo
that opened up approximately 2 million—depending on who is
counting and how you count—accounts without authorization, not
the Consumer Protection Bureau.

Mr. CORDRAY. You are right. I didn’t do that.

Mr. GREEN. You didn’t do that; it was Wells Fargo. It was Wells
Fargo that has been fined and penalized about $185 million, not
the CFPB.

But listening to my colleagues, one would think that it was the
Consumer Protection Bureau, the agency that is there to protect
consumers, that is the culprit.

It is Wells Fargo, quite frankly, that ought to have somebody
prosecuted. To date, has anybody been prosecuted for what hap-
pened over at Wells, Mr. Cordray?

Mr. COrRDRAY. I am not aware of any charges, although I believe
that a number of different agencies and prosecutors at different
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levels of the government have said that they have opened inves-
tigations, so I don’t know where those stand.

Mr. GREEN. I think that investigations ought to be opened and
I think somebody ought to be prosecuted. We can’t have a cir-
cumstance where you open up millions of accounts without author-
ization and the guy at the top gets a golden parachute and he is
out.

People at the bottom, the entry-level employees, may end up
holding the bag. They may be prosecuted.

My hope is that some of these people in upper management will
be prosecuted. The evidence is there at least for a prosecution.

There may not be a conviction but there is probable cause, and
I am going to write the Justice Department. I am going to ask the
Justice Department to investigate for the purposes of prosecuting
persons who committed crimes at Wells.

Wells Fargo is a good company, otherwise. I am not a guy who
thinks that Wells Fargo ought to go out of business because they
have made some mistakes, just as I think my colleagues ought not
want to put the CFPB out of business because of a few mistakes
that may have been made there.

The judiciary makes mistakes. If you would listen to some of my
constituents and their complaints about the judiciary, you would
think that the whole judiciary is a fiasco of some sort. But nobody
wants to put the judiciary out of business.

We want to see a judiciary continue to function. We want it to
function efficaciously, but we want to see it continue to function.

So I can’t understand, to be quite honest with you, why people
would want to eliminate the first and only agency with the mission
of protecting consumers. That is your sole mission: protecting con-
sumers.

And, Mr. Cordray, I want to compliment you for standing your
ground against the odds. What kind of odds? $2.3 million per day
being spent against the CFPB. $2.3 million per day, and you still
stand. Sixty-plus hearings where you have had to come and testify,
and you still stand. People are trying to sue you to get you out of
office, and you still stand.

I compliment you for standing for consumers, Mr. Cordray. And
I want to give you just a few seconds, if you would, to say a few
things about why you are standing.

Mr. CORDRAY. Stubbornness, I guess.

But, look, we saw what things were like in the lead-up to the fi-
nancial crisis. And by the way, when we are talking about commu-
nity banks and credit units, nothing kills them off faster than a fi-
nancial crisis that blows up the economy and a bunch of them go
out of business. And that happened in 2008, 2009, and 2010, and
it happens every time we have a crisis going all the way back to
the Depression, so—

Chairman HENSARLING. The time of the gentleman has expired.

The Chair now recognizes—

Mr. GREEN. Thank you, Mr. Cordray.

Chairman HENSARLING. —the gentleman from Pennsylvania, Mr.
Rothfus.

Mr. RoTHFUS. Good afternoon, Director Cordray. I would like to
ask a few questions about the CFPB’s Civil Penalty Fund. This
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committee has been trying to understand how the CFPB goes about
identifying uncompensated victims eligible for payment and assess-
ing the extent of damages for which the victims should be com-
pensated.

As far as I can tell, this is an incredibly opaque process and the
CFPB has been less than forthcoming in response to committee in-
quiries. The Global Client Solutions case is a good example of this.

The CFPB settled with GCS, a debt settlement payment proc-
essor, over its alleged involvement in facilitating the collection of
illegal upfront service fees. It is important to note that GCS is a
service provider for debt settlement companies and not a debt set-
tlement company itself that would have a direct relationship with
consumers.

Nonetheless, CFPB reached an agreement with GCS in August
2014 requiring the firm to pay $6 million in relief to consumers
and a $1 million civil penalty. In the consent order GCS did not
admit nor deny allegations in the complaint.

The CFPB then allocated $107.9 million from the Civil Penalty
Fund to compensate eligible victims of the debt settlement firms
that contracted with GCS for eligible uncompensated harm.

Again, the CFPB took in $1 million from GCS, the backend serv-
ice provider for debt settlement companies, and disbursed over
$100 million to alleged victims of the actual debt settlement compa-
nies that would have had the relationship with the consumers.

Mr. Cordray, who is responsible for allegedly charging the illegal
upfront fees to consumers?

Mr. CORDRAY. There were a number of companies that used
Global Client Solutions as essentially their mechanism for suc-
ceeding in ripping off thousands and thousands of consumers
across the country. We believed and—

Mr. RoTHFUS. Is GCS—

Mr. CORDRAY. —we found—

Mr. ROTHFUS. —responsible for those upfront fees?

Mr. CORDRAY. It depends on how much awareness and conscious
disregard GCS would have had. Let’s say it this way—

Mr. RoTHFUS. Okay. I have a document that the Bureau pro-
vided to this community that lists 208 of those debt relief compa-
nies that used GCS and allegedly charged unlawful advance fees
to more than 66,000 consumers. Of these 208 companies, how many
of them did the CFPB hold accountable?

Mr. CORDRAY. Look, what I am saying is—

Mr. RoTHFUS. How many of the 208 companies that were charg-
ing the upfront fees did the CFPB hold accountable?

Mr. CORDRAY. In some instances we go after both the facilitator
and the—

Mr. RoTHFUS. Were any of the 208 companies held accountable?

Mr. CORDRAY. Most of them are fly-by-night and they go in and
out of business.

Mr. RoTHFUS. How many of the 208 companies were held ac-
countable?

Mr. CORDRAY. But here is the problem that we had. You have
these companies that are fraudulent companies, they go in and out
of business, but they are all using in this case Global Client Solu-
tions—
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Mr. ROTHFUS. Are all of these 208 companies out of business?

Mr. CORDRAY. —to be able to effectuate their ill-gotten deeds.

Mr. ROTHFUS. Are all of the 208 companies out of business?

Mr. CORDRAY. I don’t know.

Mr. RotHruUS. Okay. On what basis did the CFPB determine that
there was $107.9 million in uncompensated damages for customers
of these 208 firms?

Mr. CORDRAY. So that would be through records from Global Cli-
ent Solutions because they were the middle man, if you will, in
these transactions, and they are the ones who had certain records
that could be looked at.

One of the problems with many fraudulent schemes is the record-
keeping is poor because they are not trying to keep records; they
are just trying to rip people off. And it is often difficult later to
identify who the victims are and know how much they lost.

But in this case, you had a payment processing company that es-
sentially was making all of this happen for these sketchy, fraudu-
lent entities.

Mr. RoTHFUS. How do you get from a fairly small settlement
amount with GCS of $1 million dollars to more than a $100 million
allocation to alleged victims?

Mr. CORDRAY. That is the beauty of the scheme, isn’t it? So I
am—

Mr. RoTHFUS. That is the beauty of whose scheme? You took $1
million from GCS but you gave a whole $100 million to consumers.

Mr. CorDRAY. Could I lay it out? You have a lot of rip-off artists,
and they probably all talk to each other and they all realize they
can use Global Client Solutions to sort of be their back office for
them essentially.

Global Client Solutions doesn’t have a lot of a lot of money—

Mr. ROTHFUS. But you got $1 million dollars from GCS.

Mr. CORDRAY. —necessarily.

Mr. RoTHFUS. You got $1 million dollars from GCS.

Mr. CORDRAY. Yes, I understand.

Mr. RotHrUsS. Is the CFPB a piggy bank?

MIl‘1 CORDRAY. This is a good news story, if you give me a chance
to tell it.

Mr. RotHFUS. Is the CFPB a piggy bank?

Mr. CorDRAY. No. Global—

Mr. RoTHFUS. Would you be offended by a characterization of the
CFPB as a piggy bank?

Mr. CorDRAY. No. What I would say is—

Mr. ROTHFUS. You would not be offended by the characterization
of CFPB as a piggy bank?

Mr. CorDRAY. That is not a relevant question.

Mr. RotHruUS. Well, it is. For the record, they are—the opponents
are depicting the CFPB as a piggy bank.

Mr. CorDRAY. What I would say is this: All these people who
were ripped off by these fraudulent artists never get their money
back, expect that we can use the Civil Penalty Fund to get their
money back—

Mr. RoTHFUS. Okay.

Mr. CORDRAY. —and we are getting it back for them.

Mr. RoTHFUS. We have requested records—
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Mr. CorDRAY. That is a really good thing. Don’t you want us to
do t